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Some Research Considerations for the 
Comprehensive Planning Program 
of the Philippines 


By Jose D. SoBpERANO 


Institute of Public Administration 
University of the Philippines 





INCE 1955, the Philippines has 

adopted formally a comprehensive 
planning program for economic and so- 
cial development.’ Accordingly, a “re- 
vitalized” National Economic Council 
was established to formulate a compre- 
hensive economic and social develop- 
ment program covering both the public 
and private sectors. Such developmental 
program is supposed to be revised every 
year within a five-year perspective. The 
government’s policies in the fiscal, mo- 
netary, industrial, agricultural and com- 
mercial fields are then expected to con- 
form to the adopted comprehensive 
plan. Similarly, the private industrialists 
and entrepreneurs are expected to look 
for guidance in their investment ven- 
tures from the comprehensive plan of 
the government. 


The adoption of the comprehensive 
planning program by the government 
has been accompanied by certain com- 
plex problems of a sociological, political 
and administrative character. These pro- 


1Government Survey and _ Reorganization 
Commission, Economic Planning. A report to 
the President, (Manila, 1955). This particular 
report of the GSRC is popularly known as Re- 
organization Plan No. 10; it constitutes the 
basic law governing the comprehensive plan- 
ning program. 


blems were investigated extensively in 
a separate study.? The present paper is 
addressed to the research problems at- 
tendant to the formulation of a compre- 
hensive plan in a transitional society 
such as the Philippines. Within the short 
compass of this paper, however, we can 
indicate only those areas of research 
which appear to need immediate atten- 
tion. These research problems may be 
conveniently discussed under two head- 
ings: (a) need for descriptive informa- 
tion, and (b) need for theory. 


Need for Descriptive Information 


A survey of available descriptive re- 
search in the areas supposed to be ac- 
counted for in the comprehensive plan 
reveals significant inadequacies. We may 
single out three important areas where 
ample descriptive data are lacking. 
These are: (1) detailed information on 
the different industries participating in 
the economy; (2) information on the 
scientific and technical personnel com- 
ponent of the labor force; (3) informa- 
tion on the character and nature of 


2 Jose D. Soberano, Economic Planning in 
the Philippines: Ecology, Politics and Adminis- 
tration (Manila: Institute of Public Adminis- 
tration, U.P., 1961), mimeo. 
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“human investments”; and (4) informa- 
tion on the effects of various govern- 
mental policies upon economic and so- 
cial development. 


The lack of detailed industry by indus- 
try information explains in part the non- 
adoption of the Leontief input-output 
model of plan analysis and design. On 
the other hand, the employment ap- 
proach to economic planning would re- 
quire detailed and accurate information 
on scientific and technical personnel and 
on human investments.* At any rate, 
even the use of the MHarrod-Domar 
growth model* as the primary approach 
to economic planning would call for 
the other approaches as tools for a sup- 
plementary analysis of the economy to 
ensure accuracy and precision of evalua- 
tion and planning. 


The need for data on technical man- 
power has been recognized since 1955. 
In that year a technical and_profes- 
sional manpower census was _ initiated 
under the sponsorship of the UNESCO 
National Commission of the Philippines, 
with the Department of Education co- 
operating. Again, in 1956-57, a survey 
of technical personnel possessing a pro- 
fessional degree was initiated by the 
Industrial Development Center of the 
National Economic Council. But, while 
returns had been satisfactory for both 
projects, the data collected remain un- 
processed and unanalyzed because of 
the “lack of resources.” But awareness 
of the need for a continuous review of 
the highly skilled manpower situation 








3 We shall have occasion to elaborate on the 
concept of “human investments” in later sec- 
tions of this paper. 

*For a discussion of the Harrod-Domar 
growth model, see infra, pp. 9 et seq. For the 
Leontief model, see infra, p. 13 et seq. 


in the Philippines appears to be great.° 
Among the factors making for aware- 
ness of this need are the “high rate of 
population increase, the large number 
of unemployed and _ under-employed 
among the professional groups (there 
seems to be a _ surplus of lawyers, 
teachers, dentists, pharmacists, account- 
ants), [and] the unsatisfactory state of 
university education (the majority of 
graduates come from private _institu- 
tions which often have low standards 
of admission and inadequate teaching 
staff). 


No reliable evaluation of govern- 
mental programs has been made in such 
fields as fiscal policy, exchange and 
credit policies, educational and science 
promotion policies, tax exemption policy, 
the resettlement and land distribution 
program, to mention only the more im- 
portant ones.° The evaluation of mone- 
tary and fiscal policies is particularly 
important because of the claims in some 
responsible quarters’ that economic de- 
velopment can be handled adequately 
through the manipulation of these poli- 
cies. In one study, however, it was 
found that commercial bank operations 
were not effectively influenced by credit 
manipulations by the Central Bank.* 
Hence, the same study suggested a re- 


5 W. Brand, Survey Relating to Scientific and 
Technical Personnel in Certain Asian Coun- 
tries. A Report of a mission undertaken for 
UNESCO, (mimeo., undated). The survey was 
undertaken from 7 October to 24 December, 
1958. 

6 Cf. Isidro S$. Macaspac, “Statistics in Eco- 
nomic Program Management,” The Statistical 
Reporter, National Economic Council, OSCAS, 
July, 1958, Vol. II, No. 3, pp. 8-9. 

7Amado Castro, “Economics in the Public 
Service,” Philippine Journal of Public Adminis- 
tration, Vol. 3, No. 2, April, 1959, pp. 202-207. 

8 Armando Maglaque, “Some Aspects of the 
Role of Monetary Policy in the Philippines,” 
The Statistical Reporter, National Economic 
Council, OSCAS, Oct., 1958, Vol. II, No. 4, 
pp. 2-3. 
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examination of the role of monetary 
and fiscal policies in economic develop- 
ment. 


But the picture is not altogether dark. 
While the history of statistical develop- 
ment in the Philippines has been one 
of pains and disappointments’ it is nev- 
ertheless encouraging to note a tremen- 
dous surge of statistical activity during 
the last five years. That improvement of 
statistics and planning are now recog- 
nized as complementary operations is 
well demonstrated by the fact that at- 
tention was directed to the former as 
soon as the importance and _ necessity 
of the latter was recognized in 1955. 
Before that year, planning and statistics 
were in a state of general stupor. 


On October 1, 1955, the National Eco- 
nomic Council (acting in behalf of the 
Philippine Government) and the Inter- 
national Cooperation Administration (in 
behalf of the Government of the United 
States) agreed on Counterpart Project 
106 which established the Philippine 
Statistical Survey Project. This project 
was carried out by several government 
agencies having responsibility and im- 
mediate interest in different statistical 
fields with the assistance of a team of 
American statisticians. The Office of 
Statistical Coordination and Standards 
of the National Economic Council acted 
as the coordinating agency. Since the 
project was initially financed from coun- 
terpart funds, the OSCAS also acted as 
the clearing house for technical assist- 
ance and financing of the project.’ 


9Cf. Leon Ma. Gonzalez, A Brief History 
of the Bureau of Census and Statistics, A pa- 
r read at a symposium on statistics sponsored 
- the U.P. Statistical Center, October 1, 1958. 
10 The Statistical Reporter, “The Philippine 
Statistical Program FY 1958-1959.” July, 1958, 
Vol. II, No. 3 (Manila: National Economic 


Council, Office of Statistical Coordination and 
Standards), p. 19. 


The intention of Counterpart Project 
106 was to integrate the various statis- 
tical activities it had launched with the 
operating agencies that had undertaken 
them. Financing was also to be trans- 
ferred from counterpart funds to the 
regular budget of the agencies con- 
cerned. This transfer and integration was 
accomplished on July 1, 1958 on recom- 
mendation of the National Economic 
Council. Thus was the statistical pro- 
gram revitalized and given a definite 


The statistical activities carried out under 
the project together with the agencies respon- 
sible for undertaking them may be seen in the 
following table. 

Statistical Activity Operating Agency 


Statistical 
House- 


Bureau of the Cen- 


1. Philippine 
sus and _ Statistics 


Survey of 
holds 


. Philippine Statistical 
Survey of Manufac- 
turers 


to 


8. Mapping and Census 
Preparation 


4. Vital and Health Sta- ? 
tistics 


5. Foreign Trade Statis- 
tics 

6. Agricultural Econo- 
mics Division, De- 

a) Construction of partment of Agri- 
frames for future culture and Natu- 
sample surveys ral Resources 

b) Pilot study on 
crop-cutting 

c) Prices received by 


Improvement of Agri- 
cultural Statistics 


Cc 


farmers 

d) Prices paid by 
farmers 

e) Cost of produc- 


tion and research 
on data already 
collected 
f) Capital formation 
in agriculture 
Up-dating agricul- 
tural statistics 


~— 


g 


. Nutrition and Dietary Institute of Nutrition 


Survey 


Bureau of Forestry, 
OSCAS, NEC 


OSCAS, NEC 


8. Improvement of For- 
estry Statistics 


9. National Income 





j 
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institutional anchorage.’’ From the data 
assembled in the various statistical pro- 
jects, the NEC derives the bare mini- 
mum of information necessary for the 
formulation of its comprehensive plans. 


For Fiscal Year 1958-1959, plans had 
been drawn for the continuous improve- 
ment and cumulation of statistical in- 
formation.’* Counterpart funds in the 
amount of 300,000 were provided for 
the 9 new items embraced in the pro- 
gram. Also, half a million pesos was 
appropriated for the Bureau of the 
Census and Statistics in preparation of 
the Census of 1960.1* The “Census of 
1960” is an ongoing statistical program 
covering four general areas: population, 
housing, agriculture and economics. The 
population, housing and agricultural 
censuses are currently being processed 
while the economic census is under pre- 
paration."* 


11 This is no guarantee, however, of the 
continued development of statistics. The same 
institutionalization was accomplished in 1940 
with the creation of the Bureau of the Census 
and Statistics only to disintegrate in later years 
due to lack of general public interest and 
financial support from the government. Cf. 
yonzalez, op. cit. 
12 The new items included in the program 
were the following: 
1. Collection of Personal and Other Serv- 
ices Statistics 
2. Updating “Directory of Key Estab- 
lishments” 
3. Improvement of Construction Statistics 
4. Improvement of Retail and Wholesale 
Trade Statistics 
. Centralization of Foreign Trade Sta- 
tistics 
6. Health and Vital Statistics (National 
Health and Survey and Improvement 
of Civil Registration and Updating 
of Reports) 
7. Social Implications of Small-Scale In- 
dustries in the Philippines 
8. Publication of 1958 Yearbook of 
Philippine Statistics 
9. Accounting Unit. 
13 Gonzalez, op. cit. 
14 Bureau of the Census and Statistics, Spe- 
cial Bulletin No. 1, (Manila, February 15, 
1960), mimeo., p. 6. 


on 


Other ongoing research and statistical 
programs seeking to provide data for 
the formulation of the comprehensive 
plan may also be mentioned here. The 
Department of Economic Research of 
the Central Bank issues a weekly News 
Digest, a quarterly Statistical Bulletin, 
a semi-annual Economic Indicators, and 
an Annual Report, all of which supply 
important statistical information. Main- 
ly non-statistical descriptive data are 
also made available by the systematic 
research program financially supported 
by the Presidential Assistant on Com- 
munity Development, through the Com- 
munity Development Research Coun- 
cil which is organized within the frame- 
work of the University of the Philip- 
pines. Within its field of interest, the 
U. P. Institute of Public Administra- 
tion also seeks to provide analytical 
descriptive information which may be 
useful for plan formulation. The Na- 
tional Science Development Board 
which was established in 1958 for sur- 
veying the scientific and technological 
resources of the country and for for- 
mulating a comprehensive program for 
the development and full utilization of 
such resources may be expected to pro- 
vide information, among others, on the 
demand and supply of scientific and 
technological personnel. 


Need for Theory 


Perhaps the need for descriptive da- 
ta for plan formulation in the Philip- 
pines is not as great as the need for 
appropriate theoretical models. The 
types of descriptive data called tor are 
largely determined by the theoretical 
model according to which the compre- 
hensive plan will be formulated. In 
the “economic” sector alone, for 
example, only one analytical model— 
the simple aggregative Harrod-Domar 
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growth model—is deemed usable as an 
analytical framework in the formula- 
tion of the comprehensive plan. This 
is because “existing statistical data as 
well as technical know-how do not ap- 
pear to warrant the adoption of the 
Leontief inter-industry input-output 
model. Neither does the employment 
approach appear feasible for the same 
reasons.” *° Impliedly, either the Har- 
rod-Domar model demands less sta- 
tistical data and know-how or that 
special data have been consciously 
collected for its use on the ground that 
it is the most feasible approach to an 
understanding and manipulation of the 
Philippine economy. 


Similarly, the Philippine national in- 
come accounts were very much simpli- 
fied, not only because of the lack of 
statistical data at the time the accounts 
were constructed in 1951, but also be- 
cause it was felt that the needs of the 
Philippines for national income data 
are quite “simple.” It was. claimed 
that an industrial economy would cer- 
tainly need more elaborate data than 
an economy in which agriculture pre- 
dominated. According to this view, 
since the Philippines is an agricultural 
country, many items in the national 
income accounts may remain inarticu- 
late, such as the distributive shares of 
productive factors as interest, rent and 
dividend, because these are items of 
“minor importance.” *® This is one in- 
stance where the lack of an appropriate 
model to explain the operations of an 
underdeveloped economy makes an ut- 


15 The Proposed Model for the Development 
Plan, Finance Branch, Office of National Plan- 
ning, National Economic Council, August, 1958 
(mimeo. ). 

16 Ruben F. Trinidad, “Basic Concepts in 
the Measurement of the Nation’s Output.” 
The Statistical Reporter, NEC, OSCAS, April, 
1958, Vol. II, No. 2, pp. 9-10. 


ter lack of statistical data less serious. 
However, the needs for statistical data 
in an agricultural society seeking to 
develop its economy are at least as 
great as those of an industrial society 
seeking to expand its economy by way 
of full employment. 


It is argued in this paper that most 
models for economic and social devel- 
opment that have been developed in 
Western countries are inapplicable to 
problems of societies in transition, such 
as the Philippines. With this as a pre- 
mise, it is suggested that the research 
problems in Philippine plan formula- 
tion include the need for developing 
models appropriate for transitional so- 
cieties. 


In the development of economic 
plan formulation in the Philippines, 
three approaches may be recognizable. 
The Araneta-Montelibano group, for 
example, has proposed economic de- 
velopment plans based on “the econo- 
mics of Keynes,” without substantial 
modifications. This brings to mind the 
developmental program sponsored by 
the Cabinet Committee on Employment 
and Production in which Dr. Salvador 
Araneta and Mr. Alfredo Monteliba- 
no were members.” 


On the other hand, the National 
Economic Council, in formulating the 
Five-Year Fconomic and Social Devel- 
opment Program for FY 1957-61 and 
the Three-Year Program of Economic 
and Social Development (FY 1959-60 


17 For the memorandum submitted by this 
Committee to President Magsaysay, See Sal- 
vador Araneta, Christian Democracy for the 
Philippines (Malabon, Rizal: Araneta Univer- 
sity, 1958), Appendix B, “Memorandum on 
Employment and Production,” pp. 513-517. For 
a more detailed understanding of Dr. Ara- 
neta’s views on economic development, also 
see his Economic Re-examination of the Phil- 
ippines (Malabon, Rizal: Araneta Institute of 
Agriculture, 1953). 
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to FY 1961-62) had consistently used 
the Harrod-Domar growth model. Ve- 
ry recently, it has been suggested that 
the Leontief system of input-output 
analysis may be a suitable tool for eco- 
nomic planning in the Philippines.’* 
Since these three approaches have been 
suggested as appropriate for plan for- 
mulation in the Philippines, we pro- 
pose to limit our inquiry to them. 


The “Economics of Keynes” 


Meier and Baldwin’® observe that 
J. M. Keynes in his book The Gen- 
eral Theory of Employment, Interest 
and Money * assumed the following to 
be constant: “the existing skill and 
quantity of available equipment, the 
existing technique, the degree of com- 
petition, [and] the tastes and habits 
of the consumer. . . .”* 


These assumptions are objected to 
when the Keynesian theory is applied 
to Western economies, because, since 
these assumptions are static, they do not 
permit a long-run analysis of growth 
problems. Used as an analytical frame- 
work for growth problems in econo- 
mically underdeveloped areas such as 
the Philippines, the Keynes model 
would have more far-reaching limit- 
ations. Firstly, the setting in which 


18 See Emilio Viardo, “Input-Output Analy- 
sis as a Tool in Economic Planning,” The Sta- 
tistical Reporter, January, 1959, Vol. III, No. 
1, (Manila: National Economic Council, Of- 
fice of Statistical Coordination and Standards), 
pp. 17-22. Also see “Letter from the Director,” 
ibid., p. ii. 

19 Gerald M. Meier and Robert E. Baldwin, 
Economic Development: Theory, History, Policy 
(New York: John Wiley & Sons, Inc., 1957). 

20New York: Harcourt, Brace & Co., 1936. 
For a general exposition of “the economics of 
Keynes,” see Dudley Dillard, The Economics 
of John Maynard Keynes, The Theory of a 
Monetary Economy (New York: Prentice Hall 
Inc., 1948). 


21 Meier and Baldwin, op. cit., p. 245, also 
24, 28. 


Keynes assumed the foregoing econo- 
mic factors to exist is that of a mar- 
ket economy. When applied, there- 
fore, as an analytical model to sub- 
sistence economies or to any _inter- 
mediate type of economy in the “sub- 
sistence to market continuum,” the 
Keynesian model would be _ inappro- 
priate. There is the immediate pos- 
sibility that the economic parameters 
assumed by Keynes would have a vast- 
ly different quality in different econo- 
mic settings, assuming that they are 
actually the important factors deter- 
mining economic development in all 
settings. 


A closer examination of the market 
economy would also reveal certain sig- 
nificant institutional arrangements ne- 
cessary for its effective operation. 
Among these are a mass communica- 
tion system that spreads economic in- 
telligence to all the participants in the 
inter-dependent economy; a high de- 
gree of mobility of economic resources 
from one occupation or industry to 
another in time and space; a well es- 
tablished credit and banking system 
and a highly developed bond and 
security market; a stable and effec- 
tive political system that maintains 
peace and order and preserves such 
institutions as private property and 
freedom of contract. These _institu- 


22 Meier and Baldwin, op.cit., p. 146. “The 
market type of economy . . . is one in which 
specialized economic units perform different 
functions, the division of labor is extensive, 
the extent of the market is wide, the amount 
of capital investment is large, and each house- 
hold exchanges or sells its products. The pre- 
dominant form of economic activity may be 
either agricultural or industrial, or there may 
be a roughly balanced combination of agri- 
cultural and industrial production. The essen- 
tial characteristic is that production, whether 
agricultural or industrial, is dominated by mar- 
ket-and-money relations rather than by local 
production for immediate home consumption. 
All rich countries are market-type economies.” 
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tional arrangements, in turn, rest upon 
certain psychic foundations such as a 
strong popular drive for economic or 
material improvement and _ pervasive 
commitment of a people to rational 
methods in economic pursuits. Having 
assumed these institutional and valua- 
tional components of the market eco- 
nomy, models and theories that have 
been developed to describe and ex- 
plain the processes attendant to a 
market system are then cast into quanti- 
tative terms. 


From the nature of a developing 
economy, moreover, it is easily seen 
that the skill and quantity of avail- 
able labor cannot be treated as given 
and constant but instead as highly dy- 
namic in both quality and quantity; 
the same dynamism applies to equip- 
ment, technique, competition and con- 
sumer taste and habits. To apply the 
Keynesian model as a basis for plan- 
ning in such a setting would be to 
stifle and prevent change at a time 
when the need is to control the di- 
rection and magnitude of change to- 
wards appropriate economic and _ so- 
cial goals. 


The Harrod-Domar Growth Model 


The Harrod-Domar model repre- 
sents an endeavor “to extend the Key- 
nesian system into a more compre- 
hensive long-period theory on output 


and employment which analyzes short- - 


run fluctuations as being embedded 
in a long-run setting of economic 
growth.” ?* The central questions to 
which the Harrod-Domar model was 
addressed are these: what are the re- 
quirements for maintaining a_ steady 
growth of full employment income 
without deflation or inflation? Will in- 


23 [bid., p. 100. 


come actually grow at such a rate 
as to prevent secular stagnation or 
secular inflation? It may now be seen 
that the authors of the model originally 
had the business cycle problem in 
mind.** They made an initial assumption 
of a full employment equilibrium level 
of income, and then tried to tackle the 
problem of maintaining this equilibrium 
year after year from the vantage point 
of “capital accumulation which has a 
double role: on the one hand, invest- 
ment generates income, on the other, it 
increases the productive capacity of the 
economy by enlarging its capital 
stock.” *° 


As used by the technical staff of 
the National Economic Council, the 
Harrod-Domar model appears as fol- 
lows: 


In the equation form, this model 
considers three determining eco- 
nomic variables, namely; the rate 
of savings of the country (capital 
formation); the capital output ra- 
tio (the structure or pattern of 
investment) and the rate of growth 
of the population. The model gives 
the rate of economic development; 
in other words, the rate of increase 
in real per capita income. 





‘ I 
The equation: k= - C 
“Oo aaa n 
Let k = the rate of increase in 
real per capita income 
(the rate of economic 
growth) 


I = the rate of savings (cap- 
ital formation) 

= the capital output ratio 
(amount of capital ne- 
cessary to create a unit or 
peso of output) 


n = the rate of growth of the 
population 


O 


*4 Harvey Leibenstein, Economic Backward- 
ness and Economic Growth (New York: John 
Wiley and Sons, Inc., 1957), p. 176. 

25 Meier and Baldwin, op.cit., p. 101. 
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The model used is designed to 
serve only as an analytical frame- 
work of the economic system show- 
ing the functional relationships 
between the selected economic 
variables mentioned earlier. It is 
felt that it may provide a clearer 
understanding of the forces rela- 
tive to economic growth and their 
possible relative effects in the fu- 
ture.”° 


The differences between the original 
Keynes model and the Harrod-Domar 
model may now be summarized. The 
Keynesian model took into account the 
problem of demand in economic growth 
and sought to remedy that problem 
from the angle of financial invest- 
ments. Hence, the Keynesian theory 
may be said to be the “pure mone- 
tary” approach to economic growth. 
The Harrod-Domar model, on_ the 
other hand, uses not only the mone- 
tary approach but also considers the 
productive capacity of the economy 
as a whole in attacking problems of 
economic growth. As a refinement of 
the Keynes model, the Harrod-Domar 
scheme dispenses with the static as- 
sumptions on productive capacity but 
retains the Keynesian assumptions on 
institutional arrangements underlying the 
market economy. 


But does the Harrod-Domar model 
logically and necessarily have to make 
the institutional and valuational as- 
sumptions of Keynes? Cannot the Har- 
rod-Domar model be made flexible 
enough to be useful in explaining 
growth problems in a transitional eco- 
nomy? 


Harvey Leibenstein is one econo- 
mist who thinks that, “from the na- 
ture of the concept,” the Harrod-Do- 
mar Model “is easily transferable to 


26 The Proposed Model for the Development 
Plan, op.cit. 


growth problems in the underdevelop- 
ed areas.” *’ He, however, finds some 
difficulty in the use of the incremental 
capital-output ratios, and suggests that 
the limitations of the concept be cons- 
tantly kept in mind.** Leibenstein argues 
that the incremental capital-output ra- 
tios suffer from the fact that their 
value is indeterminate because of non- 
specificity of the circumstances in which 
they are to apply. Capital-output ra- 
tios will have little meaning if pro- 
ductive agents unrelated to additions 
to capital stock can cause great va- 
riations in output. Leibenstein then 
mentions productive factors unrelated 
to capital additions but materially af- 
fecting the volume and quality of out- 
put such as climatic conditions, and 
the availability of space and air. He 
also mentions the quality and the ener- 
gy of the labor force as significantly 
determining the behavior of output, 
but yet not accounted for in the com- 
putation of capital-output ratios. 


Leibenstein then makes a distinction 
between the net incremental capital- 
output ratio (NICOR) and the adjust- 
ed incremental capital-output ratio 
(AICOR); the former resting on the 


27 Op.cit., p. 176. 

28 [bid., pp. 177-178. A similar observation 
was made in the “Report of the Working 
Party on Economic Development and Plan- 
ning (First meeting) to the Economic Com- 
mission for Asia and the Far East (Twelfth 
Session)” and calls attention to the danger 
of over-stressing the role of capital formation 
in economic development and of excessive re- 
liance in capital-output ratios. See Economic 
Bulletin for Asia and the Far East, Vol. 
VI, No. 3, November, 1955, p. 4, paragraph 
21. “The term, capital formation, covers the 
change in assets from the beginning to the 
end of the accounting period under review, 
assets being here defined as including fixed 
means of production, all buildings, and stocks 
of goods including goods in process.” See 
“Problems and Techniques of Economic De- 
velopment Planning and Programming with Spe- 
cial Reference to ECAFE Countries.” Ibid., p. 
26, note 1. 
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assumption that the supplies of all 
other factors are held constant, the 
latter as the ratio appears after ad- 
justment to a “given increase in the 
supply of other factors, for example, 
a one per cent increase of the labor 
force.” *® Correspondingly, Leibenstein 
makes an adjustment in the meaning 
of the concepts, “capital” and “in- 
vestment.” Emphasizing the point that 
“it is the future investment stream that 
is significant for long-run develop- 
ment,” *° he insists that the concept 
of “investment” must allow for: 


(1) the indirect effect of the in- 
vestment allocation on the expan- 
sion of the growth factors, that 
is, on the expansion of entrepre- 
neurship, on the increase in_ the 
quality of the labor force, and on 
the expansion of skills; (2) the ef- 
fect of the investment allocation 
on future savings habits, and there- 
fore, on the future rate of invest- 
ment; (3) the effect of the invest- 
ment allocation and policy on the 
future consumption pattern, which 
in turn, determines whether the 
consumption is simply on popula- 
tion maintenance or on the expan- 
sion of the growth agents; (4) the 
indirect effect of the investment al- 
location on the rate of population 
growth, which, in turn, is a con- 
sideration in determining what hap- 
pens to per capita output.* 


He then suggests the concept of “gen- 
eral investment” to include the ag- 
gregate of investment in both “cap- 
ital goods” and “human investment,” 
and the concept of “general capital” 
to include “physical wealth” and the 
“learned productive capacities of the 
population.” The objective of devel- 
opment accordingly shifts from “real 
income per capita” to a maximization 


29 Leibenstein, op.cit., p. 258. 
30 Loc.cit. 


31 [bid., pp. 258-259. 


Model” 


of “general capital per capita.” “The 
growth of the ‘general capital’ per head 
depends on (1) the amount of net 
‘general reinvestment’ year by year that 
is generated by the initial investment 
allocation both directly and _ indirect- 
ly and (2) the increase in the size of 
the population, which will also be in- 
fluenced, in part, by the investment al- 
location.” ** 


From where we started on the Har- 
rod-Domar model, we now can notice 
the distance travelled by Leibenstein 
in adjusting the model to fit what he 
thought were crucial parameters de- 
termining economic growth in under- 
developed areas. Perhaps it is quite 
fair to say now with Leibenstein, that 
the “economic” model of Harrod and 
Domar is transformed into a “social” 
model. If we go back to the Harrod- 
Domar model as used by the National 
Economic Council, we find that the 
model retained its original form, in- 
cluding its measure of economic growth 
in terms of per capita real income. 
The National Economic Council could 
not have used the “Leibenstein Growth 
because there were no ade- 
quate data available to make the model 
operational. 


It is now evident that with the ela- 
boration by Leibenstein, the Keynesian 
assumptions on institutional and psychi- 
cal conditions in the domain are not 


32 Tbid., p. 266. Leibenstein views the out- 
put stream flowing from the initial investment 
into four component parts: (1) capital goods 
accumulation, (2) “human investments,” (3) 
“luxury” consumption (i.e., consumption ex- 
penditure above pure maintenance needs and 
not devoted to “human investment’), and (4) 
maintenance consumption for the present po- 
pulation and for increases in population. He 
then postulates that the greater the expendi- 
ture on capital goods accumulation and human 
investment and the less the expenditure on 
population growth and on luxury consumption, 
the greater the growth in productive capacity 
per head. 
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logical and necessary assumptions in 
the basic Harrod-Domar model. Lei- 
benstein sees in investment a capa- 
city to change the setting of an un- 
derdeveloped area which would itself 
bring about the institutional and psy- 
chological presuppositions of a mar- 
ket economy. It should be emphasized, 
however, that, in the context of Lei- 
benstein, the initial investment which 
constitutes the “minimum effort” to 
transform an economy from the sub- 
sistence basis to a condition of sus- 
tained growth must come from out- 
side the developing economy. Says Lei- 
benstein: ** 


Let us look at the conse- 
quences of a stimulant sufficiently 
large to raise per capita income 
above the critical minimum neces- 
sary to foster sustained growth. 
The first and most obvious effect 
will be an increase in the capital 
stock as a result of investment from 
the higher per capita income. But 
less obviously, although equally 
important, the stimulant and _ its 
consequences will lead simultan- 
eously to the following effects: 
(a) an expansion of the growth 
agents ** and, therefore, an expan- 
sion in the ability of the econo- 
my to take advantage of new pro- 
ductive opportunities; (b) a possi- 
ble increase in the contribution of 
the growth agents per unit of cap- 
ital because of possible declines 
in the capital-output ratio; (c) an 
eventual decrease in the effective- 
ness of the retarding factors by 
increasing the rationality of the po- 
pulation, increasing the gains from 
change, and decreasing the fears 
from insecurity that may arise be- 
cause of prospective changes; (d) 
the creation of social and envi- 
ronmental conditions that can pro- 


33 [bid., pp. 192-193. 
34ie. “the quantum of capacities residing 
in the members of the population to carry 


out growth-contributing activities.” Jbid., p. 188. 


mote physical and economic mo- 
bility necessary for development; 
(e) the expansion of the degree of 
specialization and especially the 
expansion of the secondary and 
tertiary industries; and finally (f) 
the development of an atmosphere 
that leads to changes in mores con- 
ducive to economic and social 
changes, and especially an _ envi- 
ronment that leads to eventual fer- 
tility decline and an eventual de- 
cline in the rate of population 
growth. 


The application of the Leibenstein 
model as an analytical framework and 
a basis of policy in a developing eco- 
nomy may be objected in certain res- 
pects. Firstly, the model, while recog- 
nizing the important role of social fac- 
tors, treats of such factors as indirect 
functions of investment subsumed un- 
der his concept of “general invest- 
ment.” This is the type of problem that 
arises with the stretching of an eco- 
nomic model to recognize important 
social variables. On the other hand, a 
plausible case may be built up for a 
directly “social” model to explain prob- 
lems of a developing economy in which 
“general capital” and “general invest- 
ment” may be taken as the direct con- 
sequences of some “social arrange- 
ments.” A plausible case may also be 
built up for an holistic model that 
would treat of “economic” and “so- 
cial” variables on an equal footing, 
i.e., without treating one as the in- 
direct consequence of the other but 
as crucial parameters in their own 
right woven into “circular-causal” * 
relationships. 


Secondly, the Leibenstein model re- 
lies upon investment to bring about 
social change necessary for a sustain- 

35 Cf. Gunnar Myrdal, Economic Theory and 


Underdeveloped Regions (London: Gerald 
Duckworth & Co., Ltd., 1957). 
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ed economic growth. However, since 
the size and character of endogenous 
investment in an underdeveloped eco- 
nomy is both limited and determined 
by social variables which, in the Lei- 
benstein model, are bound to change 
on account of a large initial invest- 
ment, the initial investment to spark 
social changes must come from an 
exogenous source. The developing eco- 
nomy cannot logically produce, by its 
own effort, the magnitude of invest- 
ment required by the model to change 
the social values that, in the first in- 
stance, limit the availability of invest- 
ment. There is thus under the model 
an unmitigated dependence of the de- 
veloping economy upon the magnani- 
mity of foreign investors. 


The Leontief System of Input-Output 
Analysis 


Input-output accounting is a form 
of analyzing economic activity from 
the point of view of the economy as 
a whole. It attempts to trace and as- 
certain the flow of goods and services 
in the entire economy on an _ indus- 
try-to-industry basis. Unlike national 
income accounting which consolidates 
individual firm production statements 
by cancelling out inter-firm transac- 
tions in order to obtain aggregate 
output for the economy, the input- 
output accounts combine the accounts 
for all firms with no inter-firm transac- 
tion being cancelled out.*® The com- 
bined accounts of individual firms are 
then classified into industries, and ar- 
ranged into a single. table in which 
the inputs of the industries are listed 
in the columns and the outputs in the 


36 Richard Ruggles and Nancy D. Ruggles, 
National Income Accounts and Income Analysis 
(New York: McGraw-Hill Book Company, Inc., 
1956), p. 189. 


rows.** From the input-output table, 
therefore, may be seen the inputs (pur- 
chases or outlays) of industries from 
other industries as well as outputs 
(sales or income) by industries to other 
industries, depending upon whether one 
reads the columns or rows. 


The purpose of the input-output ta- 
ble is primarily to show the detailed in- 
terdependence of industries. A change 
in any single cell of the table involves 
a change in the output of one indus- 
try and a change in the input of 
another. At any given time, the in- 
put-output table shows the structural 
inter-dependence of the economy, and 
the comparison of the patterns of the 
economy over a long period of time 
will indicate the direction of structural 
change and the resulting relationship 
of the various economic sectors. 

As a tool for economic planning, 
the input-output table may be trans- 
lated into a table of “input coefficients” 
showing the proportion of direct pur- 
chases from various industries listed 
in the table that would be necessary 
to produce a unit of output by one 
industry. With the use of the matrix 
of input coefficients and with the use 
of the open models,** it is then pos- 
sible to plan increases or decreases of 
output in one sector, and then com- 
pute the necessary allocation or real- 
location of resources among the va- 
rious industries according to the changes 
desired. 


Input-output analysis may be used 
for several purposes in economic plan- 
ning, among which the following may 


37 For a simplified presentation of this form 
of accounting, see ibid., pp. 187-197. 

38 In the open model, a sector is made an 
independent variable whose inputs may be 
planned or assumed according to the purpose 
intended. In contrast, the closed model makes 
all the sectors dependent upon one another. 
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be mentioned: (1) projection of long- 
term changes in the structure of an 
economy; (2) the structural require- 
ments of specific mobilization plans; 
(3) the impact of foreign trade upon 
the economy and vice-versa; (4) the 
effect of changes in factor prices and 
profits upon relative prices and the gen- 
eral price levels; and (5) the effect of 
changes in productivity in given indus- 
tries upon the structure and total out- 
put of the economy. For the Philip- 
pines, the suggestion is made that the 
input-output table may be used to 
check the accuracy of national in- 
come estimates, assuming that the ta- 
ble is prepared independently of the 
national income figures.*° 


Several criticisms may be levelled 
against input-output analysis. One major 
criticism is the assumption of constant 
input coefficients. 


This assumption implies (1) that 
there are constant returns to scale 
in the economy, i.e., that the eco- 
nomy is not characterized by either 
increasing or decreasing cost in- 
dustries; (2) that there are no joint 
products in the economy; (3) that 
there are no shifts in the relative 
quantities of inputs used in speci- 
fic industries due to the substitu- 
tion of inputs under changing price 
conditions; (4) that no _ technolo- 
gical change occurs; and (5) that 
constancy of production coefficients 
is an appropriate concept for all 
industries in the economy, even 
where technological considerations 
are not determining, for example 
certain service industries, trade and 
finance. It should be emphasized 
of course that even the most ardent 
user of input-output analysis does 
not argue that these assumptions 
are true.*? 


39 Ruggles and Ruggles, op.cit., pp. 194-195. 


40 Viardo, op.cit., p. 22. 


41 Ruggles and Ruggles, op.cit., pp. 196-197. 


These criticisms are met by Western 
users of input-output analysis, not by 
readjusting the model but by implying 
that the statistical accuracy of the ana- 
lysis is not so greatly impaired by the 
assumptions as it would be by intro- 
ducing complications which took into 
account changes in economic conditions. 


A second criticism is that the errors 
in statistical estimation are magnified 
by the tremendous number of multi- 
plications involved. Different assump- 
tions have to be made on each projec- 
tion into the future and “this would 
involve recomputing the inverse-matrix, 
since each inverse matrix has frozen 
into the structure of the data on which 
it was based. Even a 50 x 50 matrix 
. . . fie. a 50-50 industry table] re- 
quires 125,000 multiplications. . . . A 
400 x 400 table would require 90 mil- 
lion multiplications.” *? This amount of 
work is not taken lightly in Western 
countries; in the developing economy, 
the expensive equipment required should 
be added in the reckoning. Because of 
the above problems, input-output ana- 
lysis must deal with simplified assump- 
tions. 


Criticisms against the Leontief system 
in Philippine economic planning may 
be met as follows: (1) the magnifica- 
tion of statistical error will not hold 
true in an input-output table of only 12 
sectors, the size of table recommended 
for the Philippines; (2) expensive equip- 
ment is unnecessary, because an ordi- 
nary computing machine is sufficient to 
do the job for a 12 x 12 table; (3) the 
assumption of constant input coefficients 
is a fair assumption for short-run pro- 
jections, such as from year to year. 


The suggestion for a “simple” table 
of 12 x 12 sectors for the Philippines 


42 Tbid., p. 197. 
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eliminates a great amount of informa- 
tion that would otherwise be necessary 
for larger tables. But the tendency in 
the use of input-output analysis in West- 
ern countries has been to expand the 
table in order to solve such problems as 
the total effect of the expansion of one 
industry upon the economy. Expansion 
of the table means refinements in indus- 
trial classification that will lead at “pure” 
classifications, i.e., where only firms and 
products having identical fairly stable 
technological relations among their in- 
puts are classified as one industry. With- 
out this refinement in classification, it 
is difficult, if not impossible, to estimate 
accurately the direct and indirect re- 
quirements resulting from the planned 
expansion of an industry. Refinement in 
industrial classification involves the study 
of production industry by industry to 
ascertain the structure of joint products, 
of product substitution and _ technolo- 
gical change. The usefulness and validity 
of input-output analysis may, therefore, 
be said to depend largely upon the 
sophistication of industrial differentia- 
tion.** 


43 One difficulty commonly shared by under- 
developed countries is the differentiation bet- 
ween households and industries, and between 
industries themselves. In the case of the Phil- 
ippines, this problem has not been solved, and 
is believed to be insoluble. Thus, in the sys- 
tem of national accounts, households and _ in- 
dustries are lumped together into one ac- 
count—the Private Appropriation Account— 
which makes the Philippine system deviate 
significantly from the ordinary run of national 
income accounting in Western, industrialized 
countries. “At the time the [Philippine na- 
tional] accounts were set up, corporate busi- 
nesses consist a small portion of the business 
community. Most of the enterprises were the 
non-corporate organizations and a great many 
of these were undertaken in the homes. The 
situation presented the great problem of draw- 
ing a boundary between business and _ house- 
hold consumption, hence, the decision to place 
them under one account.” (Trinidad, op.cit., 
p. 10). 


We shall now examine the character- 
istics of an underdeveloped economy, 
and try to evaluate the appropriateness 
of the Leontief system in such a con- 
text. On the hypothesis, a developing 
or growing (as contrasted to a merely 
expanding) economy is one character- 
ized by “infant” industries. An economy 
consisting largely of infant industries 
may in turn be characterized by a low 
degree of industrial differentiation and 
hence a low degree of industrial inter- 
dependence, sharp increases (or de- 
creases) in economies of scale, a low 
degree of recognition of joint products,** 
a high degree of input substitution for 
the manufacture of goods, rapid shifts 
in technology (in technology-bound sec- 
tors), and a large portion of the eco- 
nomy going to such non-technological 
sectors as trade, finance and certain 
types of services. 


Philippine manufacturing enterprises 
may be accurately described as almost 
completely small-scale, if measured by 
the number of persons employed. Of 
8,675 establishments found to be em- 
ploying 5 or more persons in 1956, 53.3% 
employed from 5 to 10 persons, another 
22.8% employed from 11 to 20, and 
another 16.1% employed 21 to 50 per- 
sons. Only 7.8% employed 50 persons 
or more. If we classify those establish- 
ments employing 200 persons or more 
as large-scale, we find only 28 Philip- 
pine establishments or 5% of total manu- 
facturing establishments to be classi- 
fied as large-scale.** 


44 This is because the lack of industrial spe- 
cialization simply makes for the manufacture 
or production of goods by an industry involv- 
ing heterogeneous technologies on a low level 
of development. 

45 Probably less because we derived this fi- 
gure by dividing total employment by the 
number of establishments in the tobacco pro- 
ducts industry. 
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Comparable figures for Japan, the 
United States and the United Kingdom 
are available in Table 1. Japan, which 
is still considered to be predominantly 
a small-scale economy,** had 31.7% of 
its manufacturing enterprises employing 
200 or more persons, and 14.6% employ- 


ing over 1,000 in 1955. On the other 
hand, 59.4% (probably more) of U.S. 
manufacturing enterprises employed 200 
persons or over in 1947 while the U.K. 
had, in 1949, 60.6% of its enterprises 


operating on the same scale. 


TABLE 1 


THE SCALE OF MANUFACTURING ENTERPRISES 
IN FOUR COUNTRIES (PERCENTAGES) 


No. of 
Employees 
1-10 os 
1-19 a 
5-10 53.3 
11-19 — 
11-20 22.8 
20-49 —- 
21-50 16.1 
50-99 ~~ 
50-199 7.3 
100-199 oo 
100-249 — 
200 & over 0.5 
200-999 — 
250-999 — 
Over 1000 —_—_ 

TOTAL 100.0 


Philippines 





Japan US. UK. 
o _ 5.0 
33.6 7.2 ~ 
ti sc 113 
17.0 8.7 - 

9.6 91 10.1 

8.2 an 13.0 
vi 15.6 — 
17.0 = 82.5 
- 26.6 — 
14.6 32.8 28.1 
100.0 100.0 100.0 


Sources: Philippines: 1956 Survey of Manufacturers 
Japan: 1955 Census of Manufacturers 
U.S.: 1947 Census of Manufacturers 
U.K.: 1949 Census of Production 
Data for Japan, the United States and the United Kingdom may be 
found in United Nations, Economic Survey of Asia and the 
Far East, 1957, Table 19, p. 52. 


The small-scale character of manufac- 
turing operations in the Philippines pres- 
ents several implications which may now 
be identified. First, technological coeff- 
cients of production are highly unstable, 
and tremendous economies of scale may 








46 Economic Survey of Asia and the Far 
East, 1957, op.cit., pp. 52-53. 


be realized within very short periods in 
any given industry group or sub-group. 
Second, whole industry groups and sub- 
groups may vanish or get established 
within very short periods of time. Third, 
it is difficult to get “pure” industry 
classifications in which firms and _pro- 
ducts so classified have identical and 
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fairly stable technological relations 
among their inputs. On the other hand, 
considering the low level of technolo- 
gical development characteristic of small- 
scale operations, input substitution in 
specific industries may be very high. 
These implications preclude the use of 
economic accounting models, for plan- 
ning purposes, that: assume stable tech- 
nological coefficients even for very short 
periods. 


In a paper prepared by the Secreta- 
riat of the ECAFE on the problems and 
techniques of economic development,*’ 
the following observations were made 
on the application of input-output ana- 
lysis in underdeveloped countries: 


For most countries of the ECAFE 
region . . . the technique of input- 
output analysis appears to be—at 
least in the immediate future—of 
doubtful value for planning pur- 
poses. To begin with, the technique 
is useful only if adequate data are 
available permitting the division of 
the economy into homogeneous in- 
dustries or sectors. Japanese expe- 
rience shows that large professional 
and financial resources are necessary 
to make the table of any practical 
use. The aggregation of a large 
number of industries into one sec- 
tor may make the analysis mean- 
ingless from the practical point of 
view. The use of broad national in- 
come categories for input-output 
analysis, for instance, tells little of 
new significance to planning authori- 
ties since these national income cate- 
gories are, in most cases, aggre- 
gates relating to a number of hetero- 
geneous industries. Also, there is an 
inherent limitation in the notion of 
the production function based on 
cost inputs by national income cate- 
gories—for instance, on this hypo- 
thesis, trade margins would have to 


47“Problems and Techniques of Economic 
Development Planning and Programming with 
Special Reference to ECAFE Countries,” op.cit. 


be regarded as stable technological 
inputs. 


A serious further limitation of the 
input-output technique for ECAFE 
countries arises from the relatively 
smaller importance of inter-industry 
relations in most countries of the 
region. In one group of countries 
this manifests itself in a large ex- 
port sector or in a dependence for 
many consumption goods and other 
articles on imports, while in other 
countries it takes the form of a 
large subsistence sector outside the 
market mechanism. 


Wanted: A “Social” Model for 
Economic Development 


In a recent article, Fred Riggs suggests 
a model that highlights the “social” 
underpinnings of a developing economy. 
In his The Bazaar-Canteen Model: Eco- 
nomic Aspects of the Prismatic Society,** 
Riggs highlights social conditions affect- 
ing economic structures and behaviors 
which, in Western economies, will have 
been treated no more than “frictions.” 
As may be seen in the present exposi- 
tion of the model, Riggs abandons com- 
pletely the Western models of economic 
analysis together with their predilec- 
tions and starts afresh with the iden- 
tification of “social” parameters he be- 
lieves to be crucial in the “economic” 
behavior of transitional societies. 


The phrase “bazaar-canteen” in the 
Riggs model denotes the “scene” in 
which economic transactions in a deve- 
loping economy take place. This scene 
is characterized by the presence of a 
formal “market” in the Western sense 
in which economic considerations of sup- 
ply and demand are supposed to deter- 
mine the results of economic transac- 
tions. However, on the effective level 
of exchange, “arena factors” consisting 


48 Manila: Institute of Public Administra- 
tion, U.P., June, 1959. 
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of political, social, religious and other 
considerations compete with “economic” 
forces. This characterization of exchange 
is in accord with Riggs’ characteriza- 
tion of the transitional society as one 
that functions with social structures 
formally differentiated but effectively 
linked with one another. “In other 
words, economic institutions sharply re- 
flect political and social forces; adminis- 
trative structures are strongly influenced 
by economic and political considera- 
tions; etc.” 


Aside from the “scene” angle, Riggs 
makes use of four other main variables 
in characterizing the bazaar-canteen 
model. These are price indeterminacy, 
entrepreneurial access to the elite, ag- 
glutination of values and what he calls 
the “status-contract nexus.” 


By price indeterminacy, Riggs means 
“that it is impossible to state a deter- 
minate or specific price for a commo- 
dity as of a particular time and place. 
Rather, the price for each sale tends to 
fluctuate according to the character of 
the relationships between buyers and 
sellers, their relative power, prestige, 
solidarity ties, need, skill in bargaining, 
value system, need for time . . . as 
well as in relation to the supply and 
demand of the item exchanged—i.e. in 
response to both arena and market 
factors.” This manifestation of price in- 
determinacy may be said to characterize 
the bazaar, where there is free access 
of all sellers and buyers. But price in- 
determinacy may also be based on res- 
trictions affecting entry of buyers and 
sellers in a canteen. On this restriction 
of entry Riggs identifies two types of 
canteens. 


When the canteen’s prices are 
lower than the general average in 
the society, we may speak of a 
subsidized canteen. To maintain a 


subsidized canteen it is necessary to 
restrict its clientele, to admit only 
a favored few to its special privilege. 


When prices are higher than the 
general average, we may speak of 

a tributary canteen. To maintain a 

tributary canteen it is necessary to 

restrain its clientele, to prevent them 
from buying elsewhere. 

Riggs gives examples of subsidized 
canteens such as the “post exchange” or 
“commissary” which admits only of 
American official personnel. In the do- 
mestic economy, subsidized canteens 
may be seen in the grant of special 
import quotas and foreign exchange li- 
censes to privileged merchants, free or 
reduced fare tickets for railroads, air- 
lines, theaters, and clubs; low interest 
bank loans to influential clients and their 
protégés. For the tributary canteen type, 
Riggs cites the plantation “cantina” 
which offers credit to plantation em- 
ployees subject to payroll deductions. 
Since the employees have no cash, the 
prices in the cantina can be raised 
above the generally prevailing prices. 
Other examples include “private mono- 
polies enjoying politically-backed fran- 
chises, and straight government mono- 
polies, which compel buyers to pay arti- 
ficially high prices. In the guise of 
protecting infant industries, import pro- 
hibitions support tributary canteens. The 
importer without influence who has to 
pay full duties, buy exchange on the 
black market, purchase import permits 
which are nominally available without 
charge, etc. are also buyers in tributary 
canteens.” 


It may now be seen that price inde- 
terminacy is central in the Riggs model. 
The concept applies not only to goods 
and services but also to money, land, 
time and even business security and 
access. 
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The entrepreneurial access to the elite 
as a variable in the Riggs’ model high- 
lights the degree of social acceptance 
of entrepreneurship in a transitional so- 
ciety. Consideration of the entrepreneur 
is important in a society that attempts 
to plan through private enterprise. From 
the point of view of the entrepreneur 
Riggs characterizes the transitional eco- 
nomy as one where the elite*® continual- 
ly exacts tribute out of its economic 
partnership with entrepreneurs, who, 
lacking security and protection, assume 
the position of pariah capitalists—“al- 
ways at the mercy of the elite who 
never gives him a secure legal status, 
always subjects him to ‘blackmail’ and 
extortion. The elite capitalist may even- 
tually even go into business on his own 
account, with or without the assistance 
of a pariah partner. In so doing, how- 
ever, he depends more on his influence 
and power than on his productivity to 
secure wealth for himself.” 


The insecurity of the entrepreneur 
vis-a-vis the powerful elite who want 
to use power as a means to secure 
wealth is then placed in an “agglutina- 


tion of values” context. Values in the. 


agrarian (fused) society are homogene- 
ous; in the industrian (refracted) so- 
ciety, they are differentiated as in the 
case of social structures. Agglomeration 
characterizes the relationship of values 
in the transitional society, that is there 
is “a tight clustering of values which 
have, nevertheless, achieved some sepa- 
rate identity. Specialized forms of pro- 
duction and exchange appear, but full 
protection of property and contract 
rights and obligations has not been 
achieved. Hence all forms of property 

49i.e., major power holders or decision- 


makers such as bureaucrats, politicians and in- 
fluential private persons. 


tend to be insecure. Producers find they 
must buy protection and access as well 
as the economic means of production.” 
On the other hand, the possessor of 
power can convert power into wealth 
and prestige more easily than the 
wealthy and prestigeful can purchase 
power with the values they possess. This 
is because the legal regime is unable 
(perhaps, it refuses) to provide effec- 
tive protection for contract and property 
rights. 


The status-contract nexus _ illustrates 
the network of the formal, as distin- 
guished from the effective, basis of con- 
trol over wealth. In the Western mo- 
dels, the assumption has always been 
that wealth is controlled on the basis 
of contract and property. In a transi- 
tional economy, wealth is controlled by 
both contract and status and in different 
degrees depending upon particular si- 
tuations. 


Concluding Comments 


This article is meant to be a survey 
of the more important research require- 
ments of the comprehensive planning 
program of the Philippine government. 
It is believed that the formulation and 
development of a directly relevant mo- 
del that will explain the growth prob- 
lems of the country and, hence, pro- 
vide a guide for the planning of eco- 
nomic and social growth, is the most 
crucial and pressing research problem 
facing the planning program today. As 
may be seen in the above discussions, 
a number of models have been suggested 
for the Philippines. Several other mo- 
dels have also been discussed and ana- 
lyzed by Benjamin Higgins.*° Other re- 
cent books such as that of Gunnar Myr- 


50 Economic Development: Principles, Prob- 
lems, and Policies (New York: W. W. Nor- 
ton and Company Incorporated, 1959). 
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dal** and Almond and Coleman,* pro- 
vide useful ideas as well as meaningful 
variables which may be exploited in 
the effort to develop a suitable planning 
model for the Philippines. In the mean- 
time, however, the economic develop- 
ment of the Philippines will have to pro- 
ceed. In the absence of an appropriate 
model for this purpose, developmental 
planning may have to proceed on the 
basis of less comprehensive approaches 
such as the regional approach and the 
policy approach. 

51 Economic Theory and Underdeveloped Re- 
gions, op.cit. 

52 Gabriel A. Almond and James S. Cole- 
man, The Politics of the Developing Areas 


(Princeton, N.J.: Princeton University Press, 
1960). 


The regional approach suggests that 
areas of less than national scope but 
having an appropriate economic and 
social base will have to be exploited as 
more convenient planning areas. In the 
Philippines, a number of these regions 
are easily distinguishable such as the 
Mindanao Area, the Cagayan Valley Re- 
gion, and the Metropolitan Manila Area. 
The policy approach may likewise be 
exploited more thoroughly and in the 
effort to harmonize policies towards the 
objective of economic and social deve- 
lopment, the general concepts of compa- 
tibility, incompatibility, and facilitative- 
ness may be used for analysis.** 

53 For an elaboration of these concepts and 


their relevance to the planning program of the 
Philippines, see Soberano, op. cit., Chapter One. 
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Some Methods of Capital Budgeting: 


Project Basis* 


By FRANK GREENWOOD and 
ELMER D. AGUILAR** 


11611 Idaho Avenue 
Los Angeles 25, California 





Introduction 


HE RATE of capital formation in 

relation to population growth is an 
important factor in the economic pro- 
gress of a country. When the increase 
in the former is relatively faster than 
the increase in the latter, the economic 
progress of a country is quite secured. 
In a developing economy where pro- 
ductive capital formation is usually slow, 
capital budgeting may be employed to 
hasten the process. This article explores 
certain capital budgeting methods. 


The problems of capital budgeting 
have largely been investigated in busi- 
ness. Nevertheless, they may be also 
applicable in governments. If methods 
could be developed for measuring in 
monetary terms the cost and income 
stream of government programs or pro- 


*In writing this article, the authors are in- 
debted to Dr. Ezra Solomon, The Management 
of Corporate Capital (Glencoe, Ill.: The Free 
Press, 1959) and to Dr. Fred Weston’s lectures at 
the University of California at Los Angeles. 

** The authors of this article are primarily stu- 
dents of business administration. They wish 
to offer the theoretical concepts contained in 
this article for consideration by government bud- 
get officers. Having adopted the performance 
budget system, Philippine budget officers 
should have a good deal of common interests 
with business students, particularly in the field 
of capital budgeting —Ed. 


jects, government would achieve its so- 
cial objectives within the context of 
economic resource allocation. Govern- 
ments would then be in a better posi- 
tion to achieve their set goals. 


Capital budgeting is the process of 
measuring the cost and income stream 
of a program or project or a series of 
programs or projects in monetary terms 
in order to determine the investment 
worth of such programs or projects. The 
following are the steps taken in making 
capital budgeting decisions: (1) formu- 
lation of the long-range goals of the 
organization; (2) exploration of the dif- 
ferent possible programs or projects that 
would achieve these goals; (3) measur- 
ing the cost and income stream for each 
program or project; and (4) ranking 
these programs and projects if capital 
rationing is used. If no capital ration- 
ing is used, programs or projects are 
accepted when the present worth of 
the income stream is larger than the 
cost. In this article we will deal with 
problems involved in numbers three 
and four. 


The Philippine economy is still largely 
agricultural. However, during the past 
decade the establishment of industries 
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has been encouraged. At this stage of 
the development oi the Philippine eco- 
nomy, the optimal allocation of limited 
resources is imperative. Capital is 
searce. Its optimal use is therefore neces- 
sary to bring the most benefit. This could 
be achieved to a certain extent by the 
use of capital budgeting. 


Measurements of the Productivity 
of Capital 


There are several methods used in 
measuring the productivity of capital. 
They are: (1) urgency principle; (2) 
payback period; (3) pay-off reciprocal; 
(4) internal rate of return; (5) present 
value; (6) average investment formula; 
and (7) Machinery and Allied Products 
Institute method. This section will ana- 
lyze these different methods, compare 
each with one another and make cer- 
tain relevant observations and conclu- 
sions. 


Some persons argue that certain in- 
vestments have priority over others be- 
cause they are urgent or they cannot be 
postponed. For example, the destroyed 
railbeds of a railroad company have to 
be repaired if the company wishes to 
operate along that route. In certain 
areas of capital budgeting this princi- 
ple has validity. It has validity in areas 
where there are government regula- 
tions, such as, sanitary facilities in food- 
processing plants or safety devices in 
mining. It also has validity in areas 
where investments must be made if the 





organization must operate. Notwith- 
standing the suggested reasons, how- 
ever, the “urgency” approach has se- 
rious limitations. It is not because the 
investment is urgent or cannot be post- 
poned that it must be made. It is be- 
cause not making the investment will 
result in a greater loss. The urgency 
principle does not measure the produc- 
tivity of capital. It does not state the 
effect of the investment on the com- 
pany’s earnings. For example, the es- 
tablishment of a new plant may be 
postponable but the income derived 
from the investment may be 40% on 
the added capital tied up. On the other 
hand, a repair and maintenance project 
may not be postponable but the income 
derived from the investment may be 
20% on the added capital tied up. It is 
obvious that, from the economic point 
of view, the former is the better pro- 
ject; but if the urgency principle is used 
the latter will be selected. Another de- 
fect is its measurability. What is ur- 
gent? How could priority be established? 


The ratio of the cost of a program to 
its annual saving is called the payback 
period. It gives the number of years 
for a project to bring in the same 
amount of income as its cost. Allow- 
ance for capital wastage is not provided. 
It does not take into account the eco- 
nomic life of the project. For an illus- 
tration, suppose that we have three pro- 
jects with the following estimates: 


Annual Payback Economic 

Project Cost Savings Period _ __ Life 
A P10,000 P2,000 5 yrs. 15 yrs. 
B 20,000 4,000 5 yrs. 20 yrs. 
Cc 20,000 5,000 4 yrs. 4 yrs. 
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According to the payback period, project 
C is the best; on the other hand, projects 
A and B are on the same footing. If we 
take into account the economic life of 
the projects, project B is decidedly the 
best with project A next and project C 
last. This method does not take into 
account the liquidity goals of the capital- 
expenditure program. A program may 
have a shorter payback period but it 
may create liquidity problems in an or- 
ganization to such an extent that choos- 
ing another program may be more 
beneficial. It ignores the earnings pat- 
tern of the project after the project’s 
cost has been paid back. What is more 
important is the pattern of income 
stream after the payback period. From 
this time on the company is making its 
profits. If the expenditure is made by 
a government it is during this period 
that it could establish other programs 
for the social welfare. 


The following symbols will be used 
in explaining the other methods of 
measuring productivity of capital. 

C—Cost of the proposal 

S,—Savings for year one of the project 

n—Economic life of the project 

K—The expected rate of return of 

the proposal 


Let us assume the following facts: 
1. Payoff Reciprocal 
Project “A” 
Cost—P 10,000 
Annual Savings—P2,000 
Economic Life of the Project—10 yrs. 
Annual Depreciation—P1,000 
Tax—50% of profits 
With this project we get 5 years for 
the payback period (Kp). 
Kp equals — equals — 
ie g ane’ 2,000 
Since the payoff reciprocal is S/C we 
get 20% in the above example. 


2. Internal Rate of Return 


The “internal rate of return” method 
of capital budgeting is identical with 
Keynes’ “marginal efficiency of capi- 
tal,” and with the “effective yield to 
maturity” of bonds purchased at a price 
other than its par value. Assuming the 
same facts as above, the internal rate 
of return of the project is computed 
as follows: 


2 


Annual Savings be- 


fore Depreciation 2,000 2,000 
Less: Depreciation 1,000 
Annual Savings after 

Depreciation P 1,000 
50% Tax 500 500 
Annual Savings after 

Taxes P1,500 





P10,000 ‘ 
S equals P 1.500 equals 6.66 (in- 


terest factor) 


Using the table “present value of one 
dollar per year,” for the above facts, 
we get approximately 8% which is the 
internal rate of return. In the computa- 
tion we subtracted depreciation from 
annual savings because the tax laws 
consider depreciation as a cost and 
hence tax deductible. Therefore, the 
50% tax is applicable only to the re- 
maining *1,000. We then deduct the 
P500 tax from the annual savings be- 
cause this portion does not remain with 
the organization. 


3. Present Value Approach 


The present value approach is some- 
times called Fisher’s rate: of return over 
cost. In the present value approach we 
have the rate of return of a project and 
the purpose of our computations is to 
find out the present worth of the in- 
come stream. For Project “A” if we 
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assume an 8% cost of capital we get 
the present worth by multiplying the 
annual savings after taxes with the in- 
terest factor for each year taken from 
a table of the present value of one 
dollar at the end of “n” years. 


We would then have the following 
computations. 


Interest 

Annual Factor Present 

Year Savings at 8% © Worth. 
1 P1,500 925 1,387.50 
2 857 1,285.50 
3 .794 1,191.00 
4 .735 1,102.50 
5 a 681 1,021.50 
6 631 946.50 
7 . 583 874.50 
8 7 540 810.00 
9 ' .500 750.00 
10 P .463 694.50 


Present worth of the 
income stream P10,063.50 





Since the present worth of the income 
stream (P10,063.50) is greater than the 
cost (P10,000) we accept the project if 
there is no capital rationing. The pat- 
tern of annual savings may vary but 
the method remains the same. 


4. Average Investment Formula 


The estimate of profits by the use of 
the average investment formula is ar- 
rived at by subtracting depreciation 
from annual earnings and dividing the 
difference by one-half of the cost of the 
investment, or 


average investment formula (ka) 
S—D 
YC 


equals - 


if we take into account a 50% tax the 


formula is 
Ye (S—D) 
k’, equals ae 


Using the latter formula in our hypo- 
thetical example we have 


14 (P2,000—P1,000) 
k', equals ‘fp (P10,000) - 
14 (P1,000) 


equals 1 » (®10,000) 





equals equals 10% 


P5,000 
We must note that there is a difference 
of 2% between the internal rate of re- 
turn and the average investment formula 
assuming the same facts. 


5. MAPI Method 


The Machinery and Allied Products 
Institute method is used for investment 
decisions or replacement. This method 
uses MAPI charts which take into ac- 
count: the rate at which the new pro- 
ject’s earnings will decline; the service 
life of the new equipment, its final value 
for sale, trade-in or scrap; the corpo- 
rate tax rate, the company’s deprecia- 
tion system; the ratio of the company’s 
debt to its total investment, the in- 
terest rate it pays on borrowed capital 
and the after-tax return it gets on equity 
capital. In our hypothetical example 
above the MAPI urgency rating is about 
7.75%. We multiply this urgency rat- 
ing by the cost and we get P775.00. 
Then we subtract this product from the 
annual savings and we get P 1,225. Last- 
ly, we divide the cost of the project 
with P1,225 and we get 8.16% as the 
MAPI rate of return. 


The MAPI method does not give dis- 
counted flows, but it permits ranking 
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similar to the payoff period. The MAPI 
result changes substantially as the years 
are increased. Finally, while mechani- 
cally easy, it is not clear just what is its 
basis. 

Myron J. Gordon made a study’ com- 
paring the internal rate of return with 


Projects Cost Savings Period 
A P2,000 P2,000 ] 
B 5,000 2,500 2 
C 15,000 5.000 3 
D 20,000 5,000 4 
E 25,000 5,000 5 
F 18,000 3,000 6 
G 21,000 3,000 7 


The above data show the difference 
among the three methods; the same 
relationship holds true for the after tax 
computation. 

Let us assume another set of facts 
and translate the data into a graphical 


the payoff reciprocal and the average 
both before and 
after taxes. His comparative study is 


investment formula 
summarized below, so that the relation- 
ship among the three will be clear. Let 


us assume the following facts: 





Payoff Approxi- Average 
Reci- mate In- Invest- 
Economic __ procal ternal Rate ment 
Life Estimate . of Return Formula 
(Before Taxes ) 

3 100% 50% 130% 

5 50% 89% 80% 

7 33% 27% 58% 
9 25% 20% 45% 
11 20% 16% 36% 
13 17% 138% 30% 
15 14% 11% 26% 


form so that a picture of the different 
methods and their relationship to each 
other will be illustrated. We assume 
a payback period of four years for all 
the projects. 











Inter- 
Pay- nal Average 
Econo- off Rate Invest- 
Payoff mic Annual Reci- of Re- ment 
Project Period Life Cost Savings procal turn Formula 
(Before 
Taxes ) 
A 4 yrs. 4 P4000 1.000 25% 0% 0% 
B ii 8 2.400 600 18% 25% 
& 16 2.800 700 we 24% 387% 
a F 32 3,600 900 24.2% 44% 
E - 40 3,200 800 24.5% 45% 
F 50 1,600 400 ™ 25% 46% 


1“The Payoff Period and the Rate of Pro- 
fit,” Journal of Business, Oct., 1955. 
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RATE OF RETURN 





Kpr—payoff reciprocal 
K—Marginal rate of return 
Ka—average investment formula 


The above graph shows the following 
relationship of the three methods before 
considering taxes. 


1. The best short-cut method for esti- 
mating the true rate of profit of an in- 
vestment is the payoff reciprocal when 
the economic life of the project is greater 
than the payback period of the project. 


2. The best short-cut method for esti- 
mating the true rate of profit of an in- 
vestment is the average investment for- 
mula when the economic life of the pro- 
ject is less than the payback period. 
When we take taxes into account these 
relationships are modified but our con- 
clusions remain the same. Before taxes, 
Kpr is greater than K in all situations. 
In an after tax basis Kprl is greater than 
K1 only when the economic life of the 
profit is less than the payback period. 
When the economic life of the project 
is greater than the payback period, K1 
is greater than Kprl. 








Ro 5 


Bailey’s Criteria for Investment 
Decisions 


Martin J. Bailey* gives certain cri- 
teria for the marginal productivity or 
rate of return in situations where the 
receipt stream of an investment ex- 
tends over more than two _ periods. 
He makes two three-period invest- 
ments, one where there is a_ positive 
return and another where there is a 
negative return or disinvestment. The 
former he calls the K-type investment 
and the latter the L-type. For his il- 
lustrative example he considered the 
following K-type investment: —l, 1, 
1. This means that a Peso is invested 
in Period 1. A Peso is received in 
Period 2 and another Peso is received 
in Period 3. Let us assume the fol- 
lowing facts. 


2M. J. Bailey, “Formal Criteria for Invest- 
ment Decisions,” The Journal of Political Eco- 
nomy, October, 1959, pp. 476-488. 
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Invest- Net 

is ua tar | ae < 
—l 4 3 1 300% 1 —66% 
--] 3 2 1 200% 1 —i0% 
—l 2 1 1 100% 1 0 
—l 1.75 15 1 75% 1 33-14% 
—) 15 o ] 5% 1 100% 
—l 1 0 1 0% 1 


In the above example we invest a peso 
in period 1. Out of these investments 
we get a stream of receipts and invest- 
ment. We derive in period 2 a series of 
net receipts worth one peso. Hence our 
rate of return i, for the different rein- 


In period 3 we get another series of 
receipts of one peso and the rate of re- 


turn is reflected in i,. 


Let us now go into the L-type of in- 
vestment. Let us assume the following 








vestment amount is shown in column i,. facts. 
Invest- Dis- Net 
Period 1 Receipts os Period 2 A Period 3 A 
| 0 3 8 —100% —j —66-24% 
a RS) 2.5 3 —50% —l —60% 
—l 1.0 2 3 0% —1 —i0% 
—l 15 15 3 50% —l —33-14% 
—l 2 1 8 100% —l 0% 
—l 2.5 5 3 150% - 1 100% 
—) 3 0 3 200% —l 
We notice that periods 1, 2 and 3 have umn 1. i, involves two _ procedures. 


the pattern —l, 3, —l. This is the ex- 
ample we choose to show disinvest- 
ment. The disinvestment column is ar- 
rived at by subtracting the net receipts 
in period 2 with column 2. i, is the 
difference between column 2 and col- 


Column 3 is subtracted from column 
1 and the difference divided by column 
3. If we plot these two types of in- 
vestment in a graph we get a picture 


similar to the following: 




























-100 % 





This graph gives us the information 
on what investment pattern we are go- 
ing to invest. If our investment falls 
on: 


A—we do not invest in any 
B—we invest in K but not L 
C—we invest in L but not K 


D—we invest in either or both K 
and L 


Bailey’s article, therefore, gives us a 
tool in deciding what investment to go 
into under different investment pat- 
terns. 


Capital Budgeting Under 
Capital Rationing 


Most organizations allocate a fixed 
sum of money for capital investment 
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L-TYPE 


per year. The question then is: what in- 
vestment proposals can be undertaken 
with this fixed sum? This problem us- 
ually occurs in government but the 
problem also exists in certain business 
enterprises. Under this capital ration- 
ing problem we have two _ sub-prob- 
lems. First, we have a capital ration- 
ing problem that has no discontinuity, 
and, second, we have the problem where 
discontinuity is present. We have dis- 
continuity when projects have outlay 
costs for more than one period. 


Let us tackle the first problem. We 
assume the following facts and make 
the following computations: 


Fixed Sum of Money—P15,000 
Cost of Capital—l0% 
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Inde- 

pendent Cost of Annual Economic Present Present ry. 

Projects Project. Savings Life ‘Value. © Worth = Cost_©-_Rank 
A P3,000 P2,000 5 yrs. P4,600 7,600 15 2 
B 4,000 1,500 5 yrs. 1,700 5,700 A 7 
C 5,000 3,000 5 yrs. 6,400 11,400 1.28 4 
D 5,000 3,500 5 yrs. 8,300 13,300 1.7 ] 
E 6,000 3,000 5 yrs. 5,400 11,400 9 6 
F 6,500 4,000 5 yrs. 8,700 15,200 1.3 3 
G 6,500 3,500 5 yrs. 6,800 13,300 1.05 5 


We assumed a fixed budget of P15,000. 
We also considered 10% as our cost of 
capital. With this fixed budget we had 
seven projects to choose from. The cost, 
annual savings and economic life of the 
projects have been arrived at by ac- 
counting analysis, statistical analysis and 
engineering economy studies. We get the 
present worth of each project by mul- 
tiplying its annual savings with an in- 
terest factor of 3.8, (this has been 
taken from a table of present value of 
one dollar per year). We then get the 


Outlay 


present value by subtracting present 
worth of each project with its cost. 
We get the quotient of present value 
over cost and rank the projects on this 
basis. Since we have a fixed budget 
of P15,000 we just can accept projects 
A, D and F whose total costs amounts 
to P14,500. 


To illustrate the problem of discon- 
tinuity, let us assume a two outlay 
period.* Let us also assume the follow- 
ing facts and make the following com- 
putations. 











Outlay Present 
Invest- Period Period Annual _s~Present Value Present oS hed 
ment 1(c,) 2(c,) Savings Worth of Cost Value P,=8 
A P10 P5 P8 P30.40 P1600 ¥F13.60 —11.4 
B 15 10 10 38 26.58 11.50 —33.5 
20 10 15 57 32.00 25.00 —25 
D 30 15 20 76 48.00 28.00 —17 
E 15 10 10 38 26.50 11.50 —33.5 
ym 2 = a 
R= Ss r= Cost of Capital 10% 
10.10 30 Economic Life of Investment—5 yrs. 
5.00 —3.45 P65 available for the Ist year 
18.00 8.40 P40 available for the 2nd year 
17.50 3.10 
f 5.00 —3.45 


In the above table we have five pro- 
jects with two outlay periods—C, and 
C,. We have assumed a cost of éapital 
of 10% and an economic life of the 
projects of 5 years. The economic life 


3[n practice the project’s outlay may be 
for more than two periods. The principles 
involved are nevertheless the same. Only the 
computational task is enlarged. Hence for our 
exposition a two period outlay is all that is 
needed. 
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for each project need not be the same 
but to facilitate computations we have 
assumed in our hypothetical facts the 
same economic life. This gives us an 
interest factor of 3.8. We also are given 
the annual savings for each project. We 
get the present worth of the annual 
savings by multiplying the latter with 
the interest factor. Since our cost of 
capital is 10% we move the outlay for 
period one to period two and add the 
two outlays. We then get the present 
value of the cost. We then subtract the 
present value of a project with the 
present value of the cost and get the 
present value of the investment (Y). 
We then arbitrarily choose values for 
P, and P,, so that Y—P,C,—P.C, 
is positive and give us an investment 
outlay of above P65 in Period One and 
above P40 in Period 2. In our example, 
we choose P, = 1 and P, = 3 and we 
get all negative values. So we changed 
P, to .1 and P, to .5. We get all posi- 
tive values for projects A,C, and D. 
The total outlay for period one for 
these projects is P60, and for Period 
two P30. This is almost a perfect fit 
for our fixed budget. We _ therefore 
choose projects A, C, and D. P, and 
P, are similar to the Lagrange multi- 
pliers in mathematics and economics or 
to shadow price of linear programming. 
We have in this section presented two 


methods of measuring the productivity 
of capital when we have capital ra- 
tioning. 


Conclusion 


This exposition has noted the im- 
portance of optimizing the use of scarce 
capital in a developing economy in or- 
der that all resources may be allocated 
for the best results. 


Various methods of measuring the 
productivity of capital are discussed. 
Typically, the most useful is the present 
value concept. It discounts the future 
income stream, and at the same time 
produces a peso amount (rather than a 
percentage), which makes it applicable 
to many capital budgeting situations. 


Certain problems are considered: the 
cost of capital and its effect on the 
market price of a firm, how to make 
investment decisions when the alterna- 
tives are stated in terms of varying in- 
ternal interest rates, and capital bud- 
geting when capital is rationed and 
discontinuities exist. 


At the present state of knowledge 
about capital budgeting no comprehen- 
sive theory has yet been formulated, 
and not all capital budgeting situations 
have been thoroughly analyzed. Ne- 
vertheless, present knowledge in the 
area is sufficient to help minimize waste 
in the expenditure of capital. 
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The only permanence in bureaucratic structures is the occurence of 
change in predictable patterns, and even these are not unalterably fixed. 


N ORGANIZATION may be viewed 

as a system of forces in equili- 
brium.' Under this concept, any organ- 
ization must constantly adjust to in- 
ternal as well as external factors in 
order to survive. Reorganization may 
be identified as one of the processes of 
adjustment. In this sense, reorganization 
may be considered as a continuous pro- 
cess.” 


Reorganization, it would appear, is 
determined by four sets of factors: or- 
ganizational-individual, internal setting, 
external setting, and situational.* Organ- 
izational-individual factors refer to the 
total relevant institutional environment, 


*The Dynamics of Bureaucracy: A Study 
of Interpersonal Relations in Two Government 
Agencies (Chicago: University of Chicago 
Press, 1955), p. 201. 

1Kurt Lewin, “Frontiers in Group Dyna- 
mics,” Human Relations, Vol. I, No. 1 (June, 
1947), pp. 5-41. 

2 Herbert Emmerich, Essays on Federal Re- 
organization (University: University of Alaba- 
ma Press, 1950), p. 1. 

3 Cf. Richard C. Snyder and Glenn D. Paige, 
“The United States Decision to Resist Ag- 
gression in Korea: The Application of an Ana- 
lytical Scheme.” Administrative Science Quar- 
terly, Vol. 8, No. 3 (December, 1958), p. 346. 

It is submitted that the external setting may 
not necessarily apply to other countries. 


—PETER BLAU* 


the reservoir of persons, roles, rules, 
agencies and their functions. The inter- 
nal setting refers to the particular so- 
ciety and culture and includes the re- 
sources, political climate, social wants 
and needs, etc. The external setting re- 
fers to the relationships with other coun- 
tries as well as relevant factors in other 
states. Situational factors refer to the 
particular event or problem which give 
rise to the decision or decisions to re- 
organize in the context of the three 
other factors. 


It will be the purpose of this paper 
to trace the evolution of the reorganiza- 
tion movement in the Philippines prior 
to 1954 (1) to show that the concept 
and process of reorganization are not 
new to the contemporary Filipino bu- 
reaucrat, (2) to test in the Philippine 
setting the applicability of the four sets 
of factors affecting the reorganization 
process as we -have postulated above, 
and (3) to show the past influence of 
American ideas and institutions to Phil- 
ippine bureaucracy. 


The series of periodic reorganization 
of the national government of the Phil- 
ippines since early American Occupa- 
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tion (1898) up to the end of the Liberal 
Party Administration (1953), which co- 
vers about half a century, may be di- 
vided into four periods. 


I. First Period (1898-1915) 


The guiding principles of early Ameri- 
can administration in the Philippines 
may be gleaned from two fundamental 
documents. The first is the proclamation 
of April 4, 1899 of the First Philippine 
Commission. This proclamation enumer- 
ated 11 cardinal principles for the gov- 
ernance of the islands, among which 
were the following: 


7. 


11. 


A pure, ey and effective ad- 
ministration of justice will be es- 
tablished, whereby the evils of 
delay, corruption and exploita- 
- will be effectively eradicat- 
ed. 


Reforms in all departments of 
the government, in all branches 
of the public service and in all 
corporations closely touching the 
common life of the people must 
be undertaken without delay and 
effected, conformably to right 
and justice, in a way that will 
satisfy the well-founded demands 
and the highest sentiments and 
aspirations of the Philippine peo- 


2. The most ample liberty of self- 


government will be granted the 
Philippine people which is recon- 
cilable with the maintenance of 
a wise, just, stable, effective and 
economical administration of 
public affairs, and compatible 
with the sovereign and interna- 
tional rights and obligations of 
the United States. 


. There shall be guaranteed to the 
Philippine people an honest and 
effective civil service, in which, 
to the fullest extent practicable, 
natives shall be employed. 


. The collection and application of 
taxes and revenues will be put 
upon a sound, honest and econo- 
mical basis. Public funds, raised 
justly and collected honestly, will 
be applied only in defraying the 
regular and proper expenses in- 
curred by and for the establish- 
ment and maintenance of the 
Philippine government, and for 
such general improvements as 
public interests may demand. 
Local funds, collected for local 
purposes, shall not be diverted 
to other ends. With such a pru- 
dent and honest fiscal adminis- 
tration, it is believed that the 
needs of the government will in 
a short time become compatible 
with a considerable reduction in 


taxation. 





ple.* 
Then there is the much cited instruc- 
tions of President McKinley to the Sec- 
ond Philippine Commission who pos- 
tulated these lofty ideals: 


In all the forms of governmental and 
administrative provisions in which 
they are authorized to prescribe, the 
Commission should bear in mind 
that the government which they are 
establishing is designed not for our 
satisfaction, or for the expression 
of our theoretical views, but for 
the happiness, peace and prosperity 
of the people of the Philippine Is- 


4See Dean C. Worcester, The Philippines 
Past and Present (One Volume Edition; New 
York: The MacMillan Co., 1921), Appendix, 
pp. 979-980. 

The First Philippine Commission was sent 
to the Philippines by President McKinley prior 
to the ratification of the Treaty of Paris of 
1898 “in order to facilitate the most humane, 
pacific, and effective extension of authority 
throughout these islands, and to secure, with 
the least possible delay, the benefits of a 
wise and generous protection of life and 
property to the inhabitants.” 

The Commission was composed of Dr. Ja- 
cob G. Schurman, President of Cornell Uni- 
versity, Rear Admiral George Dewey, Com- 
mander of the American Asiatic Squadron, Ma- 
jor General Elwell S. Otis, Military Governor 
of the Philippines, Charles Denby, former 
American Minister to China, and Professor 
Dean C. Worcester of the University of Michi- 
gan. See ibid., pp. 975-977. 
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lands, and the measures adopted 
should be made to conform to their 
customs, their habits and even their 
prejudices, to the fullest extent con- 
sistent with the accomplishment of 
the indispensable requisites of just 
and effective government.° 


At least two basic considerations are 
revealed by the foregoing. First, the 
assertion and maintenance of U.S. sov- 
ereignty over her newly acquired terri- 
tory. Second, the necessity of establish- 
ing a “wise, just, stable, effective and 
economical administration of public af- 
fairs” so as to realize the first. 


With ample legislative powers and 
an executive power to appoint “officers 
under the judicial, educational and civil- 
service systems and in the municipal 
and departmental governments as shall 
be provided for,” the Taft Commission 
became an effective vehicle in translat- 
ing the spirit into reality of the two 
documents just cited. The initial work 
of this Commission need not detain us 
here except perhaps to mention in pass- 
ing that after establishing a civil serv- 
ice system based on merit® and laying 
down the foundation for municipal’ and 
provincial governments,® after a year of 


5“The President’s Instructions to the Com- 
mission”, Annual Reports of the War Depart- 
ment for the Fiscal Year Ended June 30, 1901, 
Public Laws and Resolutions Passed by the 
Philippine Commission (Washington, D.C.: Gov- 
ernment Printing Office, 1901), pp. 5-10. 

According to William H. Taft. President of 
the Second Philippine Commission and_ first 
Civil Governor of the Philippine Islands, it 
was Secretary of War Elihu Root who drafted 
the Instructions. See George A. Malcolm. First 
Malayan Republic (Boston: The Christopher 
Publishing House, 1951), p. 71. 

The other members of the Second Philip- 
pine Commission were General Luke E. 
Wright of Tennessee, Professor Bernard Moses 
of California, Judge Henry C. Ide of Vermont, 
and Professor Worcester. 


8 (Philippine Commission) Act No. 5, Sept- 
ember 19, 1900. 


7 Act No. 82, January 31, 1901. 
8 Act No. 83, February 6, 1901. 


existence, the Commission was able to 
form a complete central civil govern- 
ment.® 


In theory and in practice, this period 
may be aptly labelled as the heyday of 
American colonial administration in the 
Islands. One reason for this was a pro- 
vision in the Philippine Bill of 1902, 
otherwise known as the first organic act 
of the Islands, which vested in the 
President of the United States the power 
to appoint all major officials of the 
Government of the Philippine Islands.’° 
As mentioned earlier, the Commission 
also enjoyed broad appointment powers 
for all other minor officials in the va- 
rious branches and levels of govern- 
ment. Another important reason was the 
lack of trained Filipinos to meet the 
needs of the new civil service. In 1908, 
for instance, 51 per cent of all the posi- 
tions in the Philippine Civil Service 
were held by Americans. This ratio had 
been reduced somewhat, to one Ameri- 
can for every two Filipinos, by 1913." 


During this period, the power to re- 
organize executive departments was 
vested in the Philippine Commission, 
the only legislative organ, until the elec- 
tion in October 1907 of representatives 
to the First Philippine Assembly. There- 
after the Commission became the upper 
chamber of the Legislature in the Is- 
lands. However the first reorganization 
of the central government was carried 
out exclusively by the Commission in 
1905."* This first reorganization measure 
made minor changes on the bureau level 


9 Act No. 222, September 6, 1901. 

This Act provides for the organization of 
the Departments of the Interior, of Commerce 
and Police, of Finance and Justice, and of 
Public Instruction. 

10 Public Law No. 235 (57th Congress), 
July 1, 1902, Sec. 1. 

11 Worcester, op. cit., p. 367. 

12Act No. 1407, Enacted October 26, 1905 
and effective November 1, 1905. 
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without substantial effect on the original 
four departments. It should be remem- 
bered that at that time the members 
of the Commission were concurrently 
holding the position of department 
heads. It may be postulated, therefore, 
that while this particular reorganiza- 
tion was effected through legislative en- 
actment, the motivation came largely 
from the experience of the members of 
the Philippine Commission in their dual 
capacity as heads of executive depart- 
ments. 


II. Second Period (1916-1934) 


The enactment of the Jones Law in 
1916 was a significant benchmark in the 
political relationship between the me- 
tropolitan power and her colony. This 
second organic act for the Philippine 
Islands was one of the results of the 
change in administration in the United 
States when Woodrow Wilson, a Demo- 
crat, was elected to the Presidency in 
1912. The policy of the new administra- 
tion was epitomized in President Wil- 
son’s first official message to the Fili- 
pino people, which reads in part: 


We regard ourselves as trustees 
acting not for the advantage of the 
United States, but for the benefit 
of the people of the Philippine Is- 
lands. 


Every step we take will be taken 
with a view to the ultimate inde- 
pendence of the Islands and as a 
preparation for that independence. 
And we hope to move towards that 
end as rapidly as the safety and the 
permanent interests of the Islands 
will permit. . . .*° 


13 This message was read by Governor-Gen- 
eral Francis Burton Harrison, former Demo- 
cratic congressman from New York, upon his 
arrival in the Philippines on October 6, 1913. 
See Francis Burton Harrison, The Corner-Stone 
of Philippine Independence (New York: The 
Century Co., 1922), p. 50. 


The Jones Law vested in the Philip- 
pine Legislature, an elective bicameral 
body, legislative authority in the islands. 
Also, the power of appointment of de- 
partment heads, except the position of 
Secretary of Public Instruction which 
the Vice-Governor held concurrently, 
was transferred from the U.S. President 
to the Governor General. Such appoint- 
ments would require consent of the Phil- 
ippine Senate. 


Of particular interest to this paper 
is this provision in the Jones Law: 


That except, otherwise, provided 
by this Act, the executive depart- 
ments of the Philippine Government 
shall continue as now authorized by 
law until otherwise provided by 
the Philippine Legislature. 


The Philippine Legislature may 
by appropriate legislation, increase 
the number or abolish any of the 
executive departments, or make such 
changes in the manner and duties 
thereof as it may see fit, and shall 
provide for the appointment and 
removal of heads of the executive 
departments by the Governor Gen- 
eral; Provided, that all executive 
functions of the Government must 
be directly under the Governor 
General or within one of the exe- 
cutive departments under the su- 
pervision and control of the Gov- 
ernor General." 


Vigorously exercising this newly-won 
prerogative, the Philippine Legislature 
enacted the Reorganization Act of 1916."° 
The legislative-inspired reorganization 
effort created six departments: Interior, 
Finance, Public Instruction, Justice, Agri- 
culture and Natural Resources, and 
Commerce and Communications. The 
underlying motive in this particular re- 
organization measure had been elo- 

14 Public Law No. 240 (64th Congress), 


August 29, 1916, Sec. 22. 
15 Act No. 2666, November 18, 1916. 
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quently expressed by Speaker Sergio 
Osmefia as he explained his vote in 
favor of the measure: 


It is the fundamental theory of the 
bill that, in as much as the country 
must exercise all the powers con- 
ferred upon it by the Jones Law, 
without sterile hesitations, nor co- 
wardly renunciations, the depart- 
mental direction of administrative 
activities ought to be, as far as pos- 
sible, in Filipino hands. For this 
reason, the Chief Executive has 
ceased to be the chief administrator 
in the sense that he was before, and 
the Secretary of Public Instruction 
who is not responsible to the Phil- 
ippine Legislature, shall be in charge 
in the new plan only with the func- 
tions entrusted to him by the U.S. 
Congress. Neither the Governor 
General nor the Secretary of Public 
Instruction shall occupy any de- 
partmental office, corresponding to 
other Secretaries, during the abs- 
ence or temporary incapacity of the 
latter. This distribution of execu- 
tive powers responds to the legi- 
timate desire of the people and in- 
dicates a firm determination to as- 
sume the responsibilities of a ge- 
nuine and more autonomy.”® 


Thus while the twin concepts of eco- 
nomy and efficiency had also been men- 
tioned as another reason, the primary 
purpose of the Reorganization Act of 
1916 was to obtain greater participation 
in governmental affairs by Filipinos. In 
effect a quasi-parliamentary system of 
government was introduced by the Act. 
Specifically, Section 1 of the Act pro- 
vided that the department secretaries 
were to be appointed by the Governor- 
General at the beginning of each Legis- 
lature. Then under Section 2, any de- 
partment head could be called by either 


16See Cuarta Legislatura Filipina, Primer 
Periodo Ordinario de Sesiones, Camara de Re- 
presentantes, Diario de Sesiones, Tomo XII 
(1916), pp. 122-123. Quotation is an English 
translation of the Spanish text. 


house of the Legislature for parliamen- 
tary inquiry. Finally, the Act provided 
that only Filipino citizens were quali- 
fied for the positions of secretary and 
under-secretary of departments. 


But of much more importance in the 
history of the reorganization movement 
was the enactment during this period of 
the Revised Administrative Code of the 
Philippine Islands of 1917.'7 This was 
the first legislative measure which gave 
due recognition to the concepts of (1) 
continuous reorganization and (2) insti- 
tutional organization and methods work. 
This law was enacted pursuant to the 
Jones Law and the Reorganization Act 
of 1916. It prescribed in detail the func- 
tions of all agencies of the central gov- 
ernment as well as all the other sub- 
ordinate political units. 


Commented one American writer on 
the significance of the Code: 


If the American-enacted Jones Law 
laid a foundation for building self- 
government, the _ Filipino-enacted 
Administrative Code made possible 
the splendid building upon that 
foundation. 


It is not too much to say that the 
gest Philippine Constitution had its 
rst step toward enactment in the 
formulation and adoption of the 
Administrative Code.** 


Under the Code, the concept of a 
decentralized system for organization 
and management improvement has been 
laid down. This concept is apparent in 
the following provisions: 


The Department Head shall have 
the power to promulgate, whenever 
he may see fit to do so, all rules, 
regulations, orders, circulars, me- 


17Act No. 2711, approved March 10, 1917; 
effective October 1, 1917. 

18 Robert Aura Smith, Philippine Freedom 
1946-1958 (New York: Columbia University 
Press, 1958), p. 78. 
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morandum, and other instructions, 
not contrary to law, necessary to 
regulate the proper working and 
harmonious and efficient adminis- 
tration of each and all of the of- 
fices and dependencies of his De- 
artment, and for the strict en- 
orcement and proper execution of 
the laws relative to matters under 
the jurisdiction of said Depart- 
a RES, 


. . . For administrative purposes, a 
Bureau Chief may, consistently with 
law, distribute the work of his Bu- 
reau among such permanent divi- 
sions and sections as may be deemed 
advisable; and he shall define the 
duties of his subordinates in so far 
as may be desirable for the effi- 
ciency of the service.*° 

Every chief of Bureau shall pre- 
scribe forms and make regulations 
or general orders, not inconsistent 
with law, to secure the harmonious 
and efficient administration of his 
branch of the service and to carry 
into full effect the laws relating to 
matters within the jurisdiction of 
his Bureau. . . .” 


The intent of Filipino political leaders 
in trying to achieve effective control 
of executive departments is again un- 
mistakably shown in these provisions. 
In 1932 another reorganization was car- 
ried out. Again this was legislative- 
inspired. The reorganization Act made 
a regrouping of the six departments.” 
It strengthened the powers of the de- 
partment heads by authorizing them to 
“suppress or reduce any activity . 

transfer an activity from one division to 
another, add a new activity to any divi- 
sion, or consolidate into one or more 


19 Act No. 2711, Sec. 79(B). 

20 [bid., Sec. 550. 

21 [bid., Sec. 551. 

22 Act No. 4007, approved December 5, 1932, 
effective January 1, 1933. 

The regrouped departments are: Finance, 
Public Instruction, Justice, Agriculture and 


Commerce, Public Works and Communications, 
and Interior and Labor. 





divisions all activities and functions of 
a similar nature of the different bureaus 
and offices” under their respective de- 
partments for the purpose of promot- 
ing efficiency and effecting economy in 
the service.** The only limitations im- 
posed for exercising this authority were 
(1) that the action would not result in 
duplication of work, and (2) that civil 
service laws, rules and regulations gov- 
erning the classified service should be 
observed. 


In the minds of several Americans 
during this period, the Filipinization 
movement (replacement of Americans 
by Filipinos) in the civil service was 
incompatible with “proconsular efficien- 
cy.” ** Nor did they appreciate the force 
of the insistent demands of Filipino 
legislators for greater control of the exe- 
cutive departments. But the fervor of 
Filipino nationalism was not the de- 
ciding factor in subordinating the value 
of “efficiency” to the value of “respon- 
siveness” in the administration of the 
Government of the Philippines during 
this period. Rather, it was the actions 
and decisions of a Democrat Governor- 
General that translated the “new Phil- 
ippine policy of the American govern- 
ment.” *° 


At any rate, the Government of the 
Philippines under the Jones Law had 
proved inadequate by the 1920's either 
from the American or the Filipino point 
of view. As an American bluntly con- 
cluded his assessment of Philippine- 
American relations during that period: 


23 [bid., Sec. 38. 
24See Nicolas Roosevelt, The Philippines A 
Treasure and a Problem (New York: J. H. 
Sears & Co., 1926), pp. 249-265; also Wor- 
cester, op. cit., pp. ix-1. Cf. Harrison, op. cit., 
pp. 60-91; and Malcolm, op. cit., 80-90, 102- 
107. 

25 Joseph Ralston Hayden, The Philippines, 
A Study in National Development (New York: 
The MacMillan Co., 1945), p. 97. 
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As we begin to appreciate the Phil- 
ippine problem better we shall see 
that a new relationship will have 
to be established based more on 
the experience of other nations in 
administering territories overseas 
than on our traditional conceit that 
the republican form of government 
fits all needs.** 


III, Third Period (1935-1945) 


After a series of independence mis- 
sions to the United States beginning in 
1919, complete independence was finally 
promised to the Philippines by the U.S. 
Congress in 1934 over the veto of Presi- 
dent Herbert Hoover. This measure, 
otherwise known as the Tydings-Mc- 
Duffie Law, after its authors, gave the 
Filipino people a choice to be _ inde- 
pendent after a transition period of ten 
years as a Commonwealth.** The rest 
is recent and well-known history. The 
Filipinos chose to be politically inde- 
pendent. 


Cognizant of the tremendous task 
ahead, Manuel L. Quezon said in his 
inaugural address as President of the 
Commonwealth of the Philippines: 


. . . The Government which we 
are inaugurating today is only a 
means to an end. It is an instru- 
mentality placed in our hands to 
prepare ourselves fully for the res- 
ponsibilities of complete independ- 
ence. It is essential that this last 
step be taken with full conscious- 
ness of its significance and the great 
opportunities that it affords to us. 


Under the Commonwealth, our 
life may not be one of ease and 
comfort, but rather of hardship and 
sacrifice. We shall face the problems 
which lie in our path, sparing nei- 
ther time nor effort in solving them. 
We shall build a government that 
will be just, honest, efficient, and 


26 Roosevelt, op. cit., p. 265. 
27 Public Law 127 (73rd Congress), March 
24, 1934. 


strong so that the foundations of 
the coming Republic may be firm 
and enduring—a government, in- 
deed, that must satisfy not only 
the passing needs of the hour but 
also the exacting demands of the 
future. We do not have to tear 
down the existing institutions in 
order to give way to a statelier 
structure. There will be no violent 
changes from the established order 
of things, except to carry into effect 
the innovations contemplated by 
the Constitution. A new edifice shall 
arise, not out of the ashes of the 
past, but out of the standing mate- 
rials of the living present.** 

Before a month had elapsed after his 
inaugural address, Quezon sent a mes- 
sage to the National Assembly wherein 
he strongly urged the reorganization of 
the government “to effect economy in 
expenditures and efficiency and simpli- 
fication in its operation.” *®° A week ear- 
lier, he had issued a proclamation con- 
voking the National Assembly into a 
special session.*° In his message, Quezon 
proposed the appointment of a three- 
man non-political board to undertake 
the reorganization survey. He gave three 
reasons for preferring a non-political 
board: (1) to enable the Government 
to profit from the experience of able 
men engaged in private enterprises, 
(2) to allow the general public to parti- 
cipate in the process of reorganization 
and thereby bring the government closer 
to the people, and (3) to obtain an 
unbiased judgment regarding the needs 
of each department.** Quezon also re- 
quested authority to issue executive or- 
ders for a period of six months so as to 


28 Messages of the President (Revised edition; 
Manila: Bureau of Printing, 1938), Vol. J, 
. 1S 
" This address was delivered on November 
15, 1935. 

29 [bid., pp. 46-48. 

30 President of the Philippines, Proclamation 
No. 2, November 21, 1935. 

31 Messages of the President, pp. 46-48. 
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be able to implement the recommenda- 
tions of the reorganization board im- 
mediately. For the expenses of the board, 
Quezon requested the sum of P50,000.00. 


Not satisfied with his original mes- 
sage, Quezon certified the bill on re- 
organization for immediate enactment 
a week later.** The National Assembly 
forthwith enacted the reorganization bill 
embodying all the suggestions of Que- 
zon.** The reorganization law created a 
Government Survey Board to be com- 
posed of three members from outside 
the government service. They were to 
be appointed by the President with the 
consent of the Commission on Appoint- 
ments of the National Assembly. The 
Board was entrusted with submitting re- 
commendations to the President on (1) 
reforms in the organization of the Gov- 
ernment, (2) the number and rank of 
officials and employees that each office 
should have, (3) a classification of posi- 
tions, (4) standardization of salaries and 
wages, (5) adequate plans for the proper 
housing of offices, (6) standard equip- 
ment for all offices, and (7) such other 
matters as may be presented to its 
consideration by the President. 


Likewise, the President was author- 
ized 


to effect from time to time, for a 
eriod of not more than six months 
rom the date of the approval of 
[the] Act, by executive order, such 
reforms and changes in the execu- 
tive departments, bureaus, and of- 
fices, as he may consider, with power 
to transfer functions, appropriations, 
equipment or property, bureaus, of- 
fices or personnel from one depart- 
ment, bureau or office to another; 
classify positions; standardize sala- 
ries; eliminate unnecessary person- 








82 Ibid. p. 101. 
33 Commonwealth Act No. 5, December 31, 
1935. 


nel; reduce salaries; combine posi- 
tions; and do whatever is necessary 
to effect economy and promote efh- 
ciency in the Government service.** 


The only limitation to this broad and 
sweeping grant of authority was that 
the President should report to the Na- 
tional Assembly at its next regular ses- 
sion. The President’s action would be 
valid and subsisting unless the Assem- 
bly provided otherwise. 


The Board was formally organized on 
February 21, 1936 and it submitted its 
report to the President on February 
14, 1938.*° In turn the President sub- 
mitted the report of the Board to the 
National. Assembly on March 17, 1938.*° 
The President did not make any spe- 
cific recommendation nor comment 
about the Board’s report. 


The Board operated with a minimum 
of clerical help much less technical aid. 
Of its authorized budget of 50,000, it 
spent no more than P15,000.*7 In view 
of this handicap, the Board limited its 
study to the structural aspect of the 
government. Nevertheless, the Board did 
a creditable job and most of its recom- 
mendations were accepted by the Presi- 
dent and the National Assembly. 


34 Tbid., Sec. 3. 

35 Commonwealth of the Philippines, Report 
of the Government Survey Board (Manila: Bu- 
reau of Printing, 1938). 

The Board was composed of Miguel Un- 
son, former Secretary of Finance, as _ chair- 
man; Wenceslao Trinidad, former Collector of 
Internal Revenue and General Manager of the 
Philippine National Bank; and Jose Paez, Pres- 
ident and General Manager of the Manila 
Railroad Company, as members. 

When Trinidad died in September, 1936, 
he was replaced by former Representative 
Leonardo Festin of the province of Romblon. 
Festin was replaced later by Jose G. San- 
victores, former Director of the Bureau of 
Non-Christian Tribes and Representative for 
the provinces of Agusan and Bukidnon. 

36 Messages of the President (Manila: Bu- 
reau of Printing, 1939), Vol. 4, Part I, p. 308. 
37 Report of the Government Survey Board, 
133. 
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The Board’s general plan of organiza- 
tion, which was patterned after the re- 
commendations of the U.S. President’s 
Committee on Administrative Manage- 
ment, followed “a very definite princi- 
ple of making the President, as the 
Chief Executive, the highest policy- 
making official, and the Department 
Secretaries as the supervisory and po- 
licy-making officials for the bureaus 
composing the different departments, 
and the bureau directors as the heads 
of the primary functional units.” ** With 
the entire Philippine bureaucracy Fili- 
pinized, including the position of Chief 
Executive, the locus of effective author- 
ity had been elevated from depart- 


ment heads to the President. At long © 


last presidential direction had triumphed 
over parliamentary control! To bring 
this to a reality, one of the very first 
recommendations of the Board which 
was readily accepted by Quezon was 
the creation of the Budget Commission 
and Budget Office. This new unit was 
established under the direct responsi- 
bility and supervision of the President.*® 
Heretofore, budget preparation was en- 
trusted to one of the executive depart- 
ments—the Department of Finance. 
With the creation of the Budget Com- 
mission, budget formulation, prepara- 
tion and execution became a powerful 
management tool of the Chief Execu- 
tive. 


In addition to its fiscal functions and 
powers, the Budget Commission was 
provided authority and responsibility 


to investigate and make a detailed 
study of the departments, bureaus 
and dependencies of the Govern- 
ment, and with a view of securing 
greater economy and efficiency in 
the conduct of the public service, 
to recommend from time to time 


38 Tbid., p. 10. 
39 Executive Order No. 25, April 25, 1936. 


to the President the changes that 
should be made in (a) the organ- 
ization, activities, and methods of 
operation of such departments, bu- 
reaus and dependencies; (b) the 
appropriations therefor; (c) the as- 
signment of particular activities to 
particular services; and (d) the re- 
grouping or coordination of serv- 
ices.*° 


The Board had high hopes that the 
Budget Commission would carry out this 
particular task effectively. It said: 


While comprehensive periodic re- 
organizations, such as were under- 
taken in 1905, 1916, and 1982, 
might have at the time corrected 
defective set-ups and geared the 
governmental machinery to an im- 
proved plan of organization and 
economical working, the need for 
continual readjustment of the per- 
sonnel, structural units, and activi- 
ties of the Government has not been, 
and cannot be precluded. For, to be 
sure, governmental institution is in- 
herently dynamic; and an agency 
for continuous planning, investiga- 
tion, study, guidance and control 
must carry on, in steady, detailed, 
and practical manner, the task of 
reorganization which the Govern- 
ment Survey Board has just initiated 
and traced out in broad general 
form.*" 


By far, the work of the Government 
Survey Board had been the most com- 
prehensive, for apart from the regular 
executive departments, the Board also 
covered government corporations, per- 
sonnel classification and salary stand- 
ardization, the General Auditing Office, 
and even the role of the minority party. 
One other particular concept worth men- 
tioning which the Board espoused was 
to empower bureau directors rather 
than department heads authority to se- 


40 Tbid., paragraph 5. 
41 Report of the Government Survey Board, 
p: ii. 
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lect and appoint subordinate person- 
nel. As the Board pointed out: “It is 
essential to sound organization that the 
supervisory official does not exercise ini- 
tial functional activities for, obviously, 
an official cannot logically supervise his 
own acts.” * 


Before the outbreak of World War II, 
there were nine executive departments 
of the Commonwealth Government; 
namely, Interior, Finance, Justice, Agri- 
culture and Commerce, Public Works 
and Communications, Public Instruction, 
Labor, National Defense, and Health 
and Public Welfare. These were basic- 
ally the same number as envisioned by 
the Government Survey Board. 


One of the last few acts of the Com- 
monwealth Assembly during the war 
was to authorize the President to exer- 
cise his emergency powers. Under this 
authority, the President was empowered 
to reorganize the Government and to 
create new subdivisions, branches, de- 
partments, offices, agencies or instru- 
mentalities and to abolish any of those 
already existing.** 


For our purpose the period of Japan- 
ese Occupation of the Philippines will 
not be discussed except to lament its 
effects on the next period. 


IV. Fourth Period (1946-1953) 


Addressing a joint session of Con- 
gress on June 3, 1946, barely a month 
away from the proclamation of Philip- 
pine independence, President Manuel 
A. Roxas gave a gloomy picture of the 
days ahead. In grave tones he addressed 
the legislators: 


I do not think any Congress in 


the Philippine history has ever 

42 Tbid., p. 5. 

43 Commonwealth Act No. 671, December 
16, 1941. 


faced the heavy responsibilities 
which confront you. .. . Most of the 
bills which will be submitted to 
you will be must legislation. . . . 
Because of the parallel urgency of 
these matters I will not arrange 
them in order of importance. I will 
deal with them by subject matter. 


We must first of all attack as best 
we can the problem of our govern- 
ment finance. . . .** 


Thereafter, Roxas emphasized the 
necessity of immediate reorganization 
of the governmental machinery. Ela- 
borating on this theme he explained: 


I have already directed that there 
be undertaken a detailed review of 
the functions of the Government De- 
partments and the percentage eff- 
ciency not only of the Departments 
themselves but of the personnel 
employed. Inefficient operations of 
the executive and administrative 
departments will be eliminated. Un- 
necessary personnel will be dropped. 
Duplicate functions will be com- 
bined. In order to effect this, I ask 
the Congress for adequate powers 
of reorganization covering bureaus, 
divisions, agencies and commissions. 


I urge the grant of this authority 
especially because of the immi- 
nence of independence and _ the 
consequent necessity of reorganiz- 
ing government functions to meet 
the need of our next status. For the 
period of the next few years some 
of our agencies will be required to 
be so organized as to function in 
cooperation with federal agencies 
established for rehabilitation pur- 
poses here. I ask this authority for 
a period of one year, subject to 
such review as Congress may deem 
proper.*° 


In his budget message a week later, 
Roxas reiterated his “proposals for dras- 


44 House of Representatives, Second Con- 
gress, First Session, Philippine Congressional 
I, No. 5, pp. 120-121. 


Record, Vol. 
45 Loc. cit. 
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tic reorganization and consequent eco- 
nomies in the conduct of some of our 
existing services.” *® 


Three separate bills sponsored by 10 
congressmen were filed with the House 
of Representatives in response to Roxas’ 
appeal, while two senators sponsored 
a similar measure on reorganization in 
the Senate. After a conference commit- 
tee of representatives from both houses, 
the House of Representatives version of 
the reorganization bill was approved 
and accepted by Congress on Septem- 
ber 16, 1946.47 The reorganization bill 
was signed into law by the President 
on October 4, 1946.** 


It is interesting to note that the 
original version of the House bill for 
reorganization proposed the creation of 
a nine-man reorganization board to ad- 
vise and assist the President. The chair- 
man of the proposed board and two of 
its members would be appointed by the 
President, while the presiding officers of 
both houses of Congress would appoint 
three members each.*® On the other 
hand, Senator Alejo Mabanag proposed 
the creation of a reorganization com- 
mittee that would be composed entirely 
of legislators. This committee would 
advise and concur on any executive or- 
der the President might issue to effect 
reorganization. The committee would be 
composed of the President pro-tempore 
of the Senate, the chairmen of the ap- 
propriations committees, and the leaders 
of the minority party of both houses of 








46 [bid., Vol. I, No. 10, p. 194. 

47 See First Congress of the Republic of the 
Philippines, House of Representatives, History 
of Bills and Resolutions (mimeo.; Manila, Bills 
and Index Division, 1946), p. 124. 

48 Republic Act No. 51. 

49 H.B. No. 496, First Congress of the Re- 
public of the Philippines. 


Congress.*° But both of these proposals 
did not find their way in the approved 
reorganization bill. 


In the lively debate between majority 
and minority members in Congress when 
the reorganization measure was being 
considered three thorny issues could 
be noted: (1) the jealousy of some 
legislators to share with the chief exe- 
cutive their inherent legislative power, 
(2) as a corollary to the first, the fear 
of delegating too much power to the 
Chief Executive to undertake reorgan- 
ization of the executive branch, and 
(3) as a consequence of the second, 
the possibility that the Chief Executive 
might abuse such powers at the expense 
of civil service employees.” 


The reorganization law of 1946 was 
almost the same as the reorganization 
law of 1935. The only differences are: 
(1) the 1946 version did not mention 
any entity to assist the President, (2) 
Roxas was given one year to effect re- 
forms by executive order, (3) the re- 
forms were to be carried out within 
the limits of the annual appropriations 
for fiscal year 1947, and (4) the inser- 
tion of a feature of the reorganization 
law of 1932. This feature provided that 
officers and employees who would be 
separated from the service as a result 
of reorganization would not lose their 
civil service eligibilities for a period of 
10 years and that they would have 
preference over other applicants in case 
there would be a need for additional 
personnel in the government service. 


Roxas nevertheless created a seven- 
man Reorganization Committee to as- 


50 Senate, First Congress, First Session, Con- 
gressional Record, Vol. 1, No. 15, pp. 188- 
185. 

51 See House of Representatives, Philippine 
Congressional Record, Vol. I, Nos. 47 and 66; 
and Senate, Congressional Record, Vol. I, No. 
15. 
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sist him in the task of reorganizing the 
executive departments and government 
corporations.**» The Commissioner of 
the Budget was made chairman of the 
Committee. To facilitate the work of the 
Committee, the President directed the 
creation of reorganization sub-commit- 
tees in every executive department and 
government-owned or controlled cor- 
poration. The sub-committees were re- 
quested to submit their proposals to 
the Committee not later than Novem- 
ber 20, 1946, or just within a period of 
one month, while the Committee was 
given December 15, 1946 as the dead- 
line for submitting its report and re- 
commendations, or just a period of two 
months to complete its task. 


We wish to quote at length the in- 
structions of President Roxas to the 
Reorganization Committee: 


... You are charged with formu- 
lating recommendations and a pro- 
gram for the reorganization of the 
entire bureaucratic structure of the 
Philippine Government. That struc- 
ture has grown up through forty- 
eight years of government evolution, 
from the days of the Philippine 
Commission. . . 


I desire that you make a careful 
study of over-all functions of the 
various agencies, corporations, and 
bureaus, as well as of specific posts 
within agencies, corporations, and 
bureaus. The purpose of the basic 
legislation under which you will 
operate is to achieve maximum ef- 
ficiency in government, with maxi- 
mum savings in expenditures. I 
should like to set for you a tenta- 


52 President of the Philippines, Administrative 
Order No. 14, October 18, 1946. 

The other members of the Committee were 
the Auditor General, the Commissioner of Ci- 
vil Service, Professor Vidal Tan of the Uni- 
versity of the Philippines, Mr. Cornelio Bal- 
maceda and Dr. Manuel Lim, representing 
private business, and Mr. Baltazar Cuyugan, 
president of the Philippine Government Em- 
ployees Association. 


tive goal of one-fourth saving in 
the cost of government. .. . It is 
not within your basic prerogative 
to decide the merits of the functions 
established by past legislation. How- 
ever, I should be pleased if your 
Committee would make recommen- 
dations, should you find functions 
established by Congress which, in 
your judgment, are no longer neces- 
sary. If the functions themselves 
have disappeared, it is entirely 
within the purview of your author- 
ity to recommend the outright abo- 
lition of such agencies, bureaus or 
authorities. You should have no 
compunction in the consolidation of 
bureaus, agencies, and corporations 
whose functions overlap. The same 
should be true of individual posi- 
tions. 


Personal and political considera- 
tion must not enter into any of your 
deliberations on these problems. . . . 
Your task is not to judge the effi- 
ciency of individuals, but to study 
the necessity of positions and agen- 
cies. I will not permit political con- 
sideration to obtain in any matter 
involving this all-important pro- 
gram—a program designed to rear- 
range our government functions on 
a basis of maximum efficiency and 
maximum economy. There must be 
no compromise with this principle. 


Many new programs which are 
absolutely essential to our economic 
rehabilitation and national expan- 
sion await the availability of funds. 
We must not and cannot afford to 
sacrifice these programs on the al- 
tar of either politics or sentimental- 
ity. We must be ruthless in sweep- 
ing away the cobwebs which have 
gathered in the corners of our gov- 
ernment structure. Legislation has 
already been enacted for the esta- 
blishment of a number of new agen- 
cies and instrumentalities of the 
Government. The functions which 
these agencies have, by law and by 
executive order, should be taken 
into consideration in surveying the 
functions of agencies already in 
existence. . . 
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I desire that your work be ex- 
pedited as much as possible and that 
you make interim reports to me 
from time to time for my considera- 
tion. I wish to have the budget that 
will be submitted next January re- 
flect to as great an extent as pos- 
sible the savings to be achieved 
through your recommendations. 


. . .. Your recommendations will 
be the basis of the action that will 
be taken by the Chief Executive 
under the authority given him by 
AE 
With the instructions of the Presi- 

dent in mind, the Reorganization Com- 
mittee, through its Chairman, issued a 
circular on October 21, 1946 to all 
agencies of the National Government, 
including government corporations. The 
circular emphasized the reduction of 
personnel and cost of the government 
by 25 per cent.** It also banned new 
appointments unless expressly authorized 
by the President. 


Like the Government Survey Board 
of 1936, the Reorganization Committee 
of 1947 was handicapped by lack of 
technical and clerical aid. Its life was 
extended to the next fiscal year when 
Congress inserted a section in the ap- 
propriations act for fiscal year 1948 
authorizing the President to continue 
the reorganization of the National Gov- 
ernment within the limits of said act.*° 
The Committee was able to submit 
finally its report to the President on 
October 4, 1947 which President Roxas 
transmitted to Congress during its regu- 
lar session in January 1948. 


53 Republic of the Philippines, Reorganiza- 
tion Committee, Report of the Reorganization 
Committee (Manila: Bureau of Printing, 1947), 
pp. 2-4. 

54 Tbid., pp. 5-7. 

55 Republic Act No. 156, June 18, 1947, 
Sec. 12. 


For its general plan of organization, 
the Reorganization Committee adopted 
two principles mentioned in President 
Herbert Hoover’s message to the U.S. 
Congress on December 3, 1929 and two 
other principles espoused by the Gov- 
ernment Survey Board of 1936.°° Ac- 
cordingly, the Committee proposed 11 
executive departments—addition of the 
Department of Commerce and Industry 
to the 10 existing at the beginning of 
the Republic, a Department of Foreign 
Affairs having been created on July 4, 
1946°’—and a Government Enterprises 
Council to supervise all government 
corporations. The Committee also pro- 
posed the change of tenure of depart- 
ment heads by making their terms of 
office co-extensive with the term of the 
President. 


The Committee claimed a net reduc- 
tion of more than P6 million from the 
total appropriations for fiscal year 1948, 
despite an increase of about P1.7 million 
for salaries and wages. The Committee 
explained this relatively small savings: 


Efforts have been exerted to re- 
duce the cost of government by 
twenty-five per cent, as desired by 
the President . . . [but] it would 
seriously impair the efficiency of 
the service and probably prove to 

586 Report of the Reorganization Committee, 
pp. 8-12. 

Hoover’s message reads: ‘ . First, of 
all administrative activities of the same major 
purpose should placed in groups under 
single-headed responsibility; second, all execu- 
tive and administrative functions should be 
separated from boards and commissions and 
placed under individual responsibility, while 
quasi-legislative and quasi-judicial and broadly 
advisory functions should be removed from in- 
dividual authority and assigned to boards and 
commissions. 

The Government Survey Board (1) consti- 
tuted the President as the general manager of 
the administration and its highest policy-mak- 
ing official, and (2) considered the bureaus 
as the primary functional units, subject to the 
general supervision of department secretaries. 

57 Commonwealth Act No. 732, July 3, 1946. 
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be a false economy to insist on a 
reduction by twenty-five per cent 
of the total amount appropriated 
during the last fiscal year. The Com- 
mittee, therefore, has considered 
that it will be also complying with 
the instructions of the President if 
it will recommend a reorganization 
plan which, it is expected, will re- 
sult in an increase of more than 
twenty-five per cent efficiency by 
streamlining the structure of the 
Government. . . 


All of the recommendations of the 
Reorganization Committee were adopt- 
ed because unlike the Government Sur- 
vey Board which utilized two instru- 
ments for carrying out their recom- 
mendations—separate executive orders 
for signature of the President and pro- 
posed bills for action of the National 
Assembly—the Committee utilized only 
the former and all the recommenda- 
tions were embodied in just one execu- 
tive order which Roxas accepted and 
approved in toto. Also, with the Com- 
missioner of the Budget as chairman 
of the Reorganization Committee the 
budgetary implications of the general 
recommendations were readily effected 
by the simple process of incorporating 
in the executive order a revised budget 
for the National Government. 


Soon after the most questioned presi- 
dential election in the Philippines, in 
1949, President Elpidio Quirino con- 
vened Congress to a special session to 
consider four measures, among which 
was another reorganization of the Na- 
tional Government.*® In much more de- 


58 Report of the Reorganization Committee, 
pp. 15-16. 

59 President of the Philippines, Proclamation 
No. 162, December 28, 1949. 

With the four-day period of special session 
about to expire but Congress still unable to 
act on the certified measures, Quirino ex- 


tended the special session twice. See Procla- 
clamation Nos. 163 and 164, dated January 3 
and 4, 1950, respectively. 


tail, Quirino explained the necessity of 
the special session in separate messages 
to both chambers of Congress. He stated 
that he wanted to undertake another 
reorganization “in order to meet the 
exigencies of present conditions vitally 
affecting the Republic of the Philip- 
pines, and for the purpose of promoting 
simplicity, economy and efficiency in 
the operation of the government.” ® In 
a much earlier official pronouncement, 
Quirino had intimated his desire for 
reorganization. In his monthly radio 
chat on December 15, 1949, he said: 


And so it is that with the restora- 
tion of understanding among the 
leaders of the Liberal Party, we are 
trying anew to establish a_ basis 
that we hope will enable our people 
to proceed with, and concentrate 
on the work that urgently needs 
doing—the reorganization of our 
administrative machinery for more 
efficient and more economic per- 
formance in keeping with the dif- 
ficult times ahead and the orderly 
development of an economy that 
will assure our people not only in- 
creasing social security but higher 
living standards.” 


Then again in his inaugural address, 
Quirino harped on the same theme: 


It is clear that we must reor- 
ganize our administrative machinery 
with a view to securing greater effi- 
ciency, the improvement of the pub- 
lic service, and economy of means 
and effort in the discharge of the 
government’s responsibilities, in or- 
der to make that machinery more 
responsive to public need within 
the limits of our available resources. 


It is clear that we must stabilize 
the government’s finances consist- 


80 See House of Representatives, 2nd Con- 
gress, Special Session, Congressional Record, 
Vol. I, No. 2, pp. 12-13; Official Gazette, Vol. 
45, No. 12 (December, 1949), pp. 5379-5380. 

81 Official Gazette, Vol. 45, No. 12 (Decem- 
ber, 1949), pp. 5366-5367. 
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ent with our ability to tap legiti- 
mate sources of revenue and the 
judicious outlay of funds to meet 
current and future needs, with open 
accountability for our obligations 
at home and abroad.* 

Against the objections of a feeble 
minority, Quirino was able to get what 
he wanted from Congress. The only 
modification to the draft bill on reor- 
ganization sent by Quirino to Congress 
was the inclusion of a declaration of 
policy by the Senate.** The arguments 
against the bill in the House of Repre- 
sentatives centered on three issues: (1) 
the question of delegation of authority 
to the President to undertake reorgan- 
ization, (2) the effect of reorganization 
on the constitutional provision on the 
civil service, and (3) the fact that the 
1947 reorganization had just been com- 
pleted.** In the upper house, Senator 
Camilo Osias attacked the bill on the 
first two issues raised in the lower house 
and he therefore proposed the creation 
of a joint executive-legislative commis- 
sion to undertake reorganization.® On 
the other hand, the proponents of the 
bill debunked the arguments of the 
opposition especially on the issues of 
delegation and protection of the civil 
service as already moot questions by 
citing Philippine and U.S. experiences. 


The salient features of the 1950 re- 
organization law were identical with 
the 1946 measure except for two items: 
(1) the declaration of policy by Con- 
gress, and (2) the provision of a 


82 [bid., pp. 5382-5383. 

63 Senate, 2nd Congress, Special Session, 
“Diario No. 4”, January 4, 1950, no pagina- 
tion. (typewritten ) 

64 House of Representatives, 2nd Congress, 
Special Session, Congressional Record, Vol. I, 
No. 4, p. 104 ff. 

65 “Diario No. 4”. 


gratuity for any employee who would 
be separated from the service as a re- 
sult of reorganization.® 


The projected reorganization was de- 
layed somewhat as President Quirino 
had to enplane to the United States 
for medical treatment soon after the 
extended special session of Congress. 
Before he left, however, the President 
issued an executive order immediately 
utilizing his powers under the reorgan- 
ization law by designating the Vice- 
President as chairman of the Govern- 
ment Enterprises Council.*’ While the 
President was away, Vice-President Fer- 
nando Lopez appointed a five-man com- 
mittee to undertake reorganization of 
all government corporations. H.B. Reyes, 
Economic Coordinator, was made chair- 
man of this committee.®* 








66 Republic Act No. 422, January 6, 1950. 

Section 1 of this Act reads: 

“It is declared to be a policy of Congress 
to promote simplicity, economy, and efficiency, 
and to improve the service in the transaction 
of the public business in the departments, 
bureaus, agencies, boards, commissions, offices, 
and other instrumentalities of the Government, 
including all corporations owned or controlled 
by the Government by: 

1. Limiting expenditures to the lowest amount 

consistent with the efficient performance 

of essential services, activities, and func- 
tions; 
. Eliminating duplication and overlapping of 
services, activities, and functions; 

8. Consolidating services, activities and func- 

tions of a similar nature; 

4. Abolishing services, activities, and func- 
tions not necessary to the efficient con- 
duct of the Government; and 

5. Defining and limiting executive func- 
tions, services and activities.” 

Cf. Public Law 162 (80th Congress), July 

7, 1947, Sec. 1. 


87 Executive Order No. 300, January 6, 1950. 


88 Republic of the Philippines, Government 
Enterprises Council, Administrative Order No. 
1, January 13, 1950; also “The Official Month 
in Review”, Official Gazette, Vol. 46, No. 1 
(January, 1950), p. vi. 

The other members of the Committee were 
Ex-congressman Oscar Ledesma of Iloilo, Sal- 
vador Araneta and Delfin Buencamino, pro- 
minent businessmen and landowners, and Le- 
puty Auditor General Pedro Gimenez. 


to 
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In his state of the nation address, 
broadcast in his sick bed at Johns 
Hopkins, President Quirino once more 
reiterated his desire for a general re- 
organization of the government as he 
summarized his recommendations to 
Congress: 


Thus, our most serious concern 
for the next four years should be 
immediate increased production 
through rapid rehabilitation and 
development; decreased public and 
external expenditures; Government 
reorganization to achieve efficiency, 
economy and effective rendition of 
public services responsive to the 
needs and welfare of our people; 
vigorous and honest enforcement 
of the tax laws; preservation of 
our national integrity and conti- 
nued friendly relations with our 
neighbors and the entire world. 


Quirino returned to the Philippines 
on February 11, 1950 and he pursued 
his intent to reorganize the government 
by creating a nine-man commission to 
assist him in this task by the end of 
that month. He named Ramon Fernan- 
dez, former Ambassador to St. James, 
as chairman of the Commission.”” The 
Commission was requested to submit its 
reports and recommendations within a 
period of six months which was later 
extended for another three months.” 


Before we discuss the report of the 
Fernandez Reorganization Commission, 
let us consider first the report of the 
Committee on Reorganization of Gov- 


89 Official Gazette, Vol. 46, No. 1 (January, 
1950), p. 46. 

70 President of the Philippines, Administra- 
tive Order No. 109, February 28, 1950. 

Also named to the Commission were Luis 
P. Torres, Pio Joven, Jose Paez, Teofilo Sison, 
H. B. Reyes, Pablo Lorenzo, Jose Gil, and 
Aurelio Montinola. At the time, Joven was 
Commissioner of the Budget, while Gil was 
Commissioner of Civil Service. 

71 President of the Philippines, Administra- 
tive Order No. 136, November 1, 1950. 
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ernment-owned or Controlled Corpo- 
rations. The report of this Committee 
is significant on two counts: (1) it 
was the most comprehensive treatment 
of governments ever undertaken by 
any one group at that time, and (2) 
it exerted a great influence on the 
Reorganization Commission. 


The Committee submitted its report 
to the President on August 18, 1950. 
Its key recommendations were: 


1. Delimiting activities of govern- 
ment corporations by giving prefer- 
ence to private enterprises in the de- 
velopment of the resources of the 
country. 


2. Creation of a holding corporation 
to be known as the Philippine Devel- 
opment Authority and the transfer of 
all stocks of the government in all 
government corporations to said Autho- 
rity to form a Government Corporate 
Assets. 


3. Creation of a Development In- 
vestment Committee to take charge of 
the disposition and investment of the 
Government Corporate Assets, includ- 
ing the organization of new govern- 
ment corporations for the economic 
development of the country. The 
Committee is to be composed of the 
Chairman of the National Economic 
Council, as chairman, and the Gov- 
ernor of the Central Bank and the 
Director-General of the Philippine De- 
velopment Authority, as members. 


4. Promulgation of a uniform govern- 
ment corporate charter for all govern- 
ment-owned or controlled corporations. 


5. Reduction of government . corpo- 
rations from 24 to 16. 


6. Establishment of a profit sharing 
system in all government corporations 
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so as to give the officers and other 
personnel a direct interest in’ the suc- 
cess of their respective corporations. 


7. Provision of a machinery so as 
to enable popular control of govern- 
ment corporations. 


8. Congress should redetermine its 
policies on agricultural development 
and the establishment of essential in- 
dustries. 


9. Provide a borrowing plan for the 
government through direct compulsory 
loans to be covered by government 
bonds and authorize a government de- 
benture issue not exceeding one bil- 
lion. pesos to finance the total eco- 
nomic mobilization plan of the Repub- 
lic.”* 


These major recommendations had 
an impact not only with the Fernan- 
dez Reorganization Commission but 
also with the Government Survey and 
Reorganization Commission which was 
created four years later.’* The extent 
of the influence of the report of the 
Committee on the Fernandez Reor- 
ganization Commission may be gauged 
by the fact that the Commission de- 
voted almost half of its 72 meetings 
on ‘the problem of government-own- 
ed or controlled corporations.* Pre- 
sumably the main reason why the 
Commission devoted a substantial por- 
tion of its time to government cor- 
porations was because of the “total 


72 Republic of the Philippines, “Report” cf 
the Committee on Reorganization of Govern- 
ment-owned or Controlled Corporations (mi- 
meo.; Manila, 1950), pp. 3-9. 

73 See Economic Planning, A Report by the 
Government Survey and Reorganization Com- 
mission (Manila: Bureau of Printing, 1955), 
pp. 6-8. 

74 Report and Recommendations of the Re- 
organization Commission to His Excellency, the 


President of the Philippines (mimeo.; Manila, 
November 28, 1950), p. 71. 


economic mobilization” and “austerity 
program” of Quirino’s Administration. 
Indirectly, H. B. Reyes’ membership in 
the Commission may be mentioned as 
another reason why the report of the 
Committee exerted that much influence 
on the work of the Commission. 


Even before Quirino received the re- 
port of his reorganization commission, 
he had already approved some of their 
recommendations issuing eight execu- 
tive orders concerning government cor- 
porations.** Much earlier, Quirino abo- 
lished the Government Enterprises 
Council and he created instead a De- 
partment of Economic Coordination.” 
Upon the completion of the work of 
the Reorganization Commission and in 
accord with one of its recommenda- 
tions, the Department of Economic 
Coordination was superseded by the 
Office of Economic Coordination.” To 
complement this measure, Quirino sign- 
ed another executive order which es- 
tablished a uniform charter for all gov- 
ernment corporations.’* This, and a pre- 
viously cited presidential act placed 
personnel of government-owned cor- 
porations for the first time within the 
scope of civil service laws, rules and 
regulations.”® 


The 1947 and 1950 presidential re- 
organization advisory bodies operated 
on almost identical legal authority and 
under equally limited technical and 
clerical help. The report of the 1950 
body opened with a pointed recol- 
lection that a reorganization of the 
national government had been under- 
taken barely three years before and 





5 [bid., pp. 72-74. 
76 Executive Order No. 319, May 25, 1950. 
77 Executive Order No. 386, December 22, 
1950 


78 Executive Order No. 399, January 5, 1951. 
79 Tbid., Sec. 14; and Executive Order No. 
319, Sec. 6. 
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that with “the constant pressure of 
internal conditions in the country as 
well as by the worsening international 
situation, the prospects for a substan- 
tial reduction in expenditures were not 
exactly bright.” *° Nevertheless, the 
Commission at one time did recom- 
mend that the 12 existing departments 
(including the Office of the President) 
be reduced to eight.*' Later on, the 
Commission reconsidered its position 
and settled for 11 departments. The 
two major changes would involve the 
abolition of the Department of In- 
terior and the reversion of the De- 
partment of Economic Coordination to 
an Office of Economic Coordination. 
Explaining its reasons for its change of 
mind, the Commission said: 


It was realized that joining two 
departments, each of which is al- 
ready big and saddled with mul- 
tifarious activities, might impair 
the efficiency of the integrated de- 
partments. The fear has also been 
expressed that if two departments 
are joined, the functions and acti- 
vities of each department might 
not receive the same emphasis as 
they did before the merger. More- 
over, in this period of national re- 
construction, each department must 
be allowed to finish the rehabili- 


80 Report and Recommendations of the Re- 
organization Commission to His Excellency, the 
President of the Philippines, pp. 1-2. 

81 The proposed departments were: Office of 
the President, Department of Foreign Affairs, 
Department of Finance, Department of Justice 
and Labor, Department of Agriculture and Na- 
tural Resources, Department of Commerce and 
Communications, Department of National De- 
fense, and Department of Education and Health. 

Proposed to be abolished: Department of 
Interior and Department of Economic Coordi- 
nation. 

Proposed to be merged: Department of Jus- 
tice with the Department of Labor, Depart- 
ment of Commerce and Industry with the De- 
partment of Public Works and Communica- 
tions, and Department of Education with the 
Department of Health. 





tation project or projects assigned 
to it, unhampered by the adjust- 
ment resulting from a merger.*? 


The Fernandez Reorganization Com- 
mission advocated a “policy of reliev- 
ing the Office of the President as much 
as possible of the burden of directly 
supervising multifarious functional acti- 
vities’” by transferring about seven 
boards, commissions and agencies to 
the regular departments, as well as the 
abolition of four other agencies.** On 
the other hand, the Commission sought 
to strengthen the powers of the Pres- 
ident by the creation of three new 
agencies and the transfer of supervi- 
sion of local governments from the De- 
partment of Interior to the Office of 
the President.** Although the Commis- 
sion felt that it did not possess the le- 
gal power to deal with policies, it pro- 
posed anyway amendments to certain 
laws, the standardization of salaries of 
department heads and bureau direc- 
tors, and the establishment of a re- 
tirement system for government per- 
sonnel.**> Congress did adopt a retire- 
ment system for government person- 
nel in 1951.*° 


President Quirino exercised his reor- 
ganization powers much more exten- 
sively than any other president issuing 
more than 30 executive orders exclu- 
sive of the general reorganization or- 


82 Report and Recommendations. .. ., p. 3. 

The 11 departments as proposed were: Of- 
fice of the President, Department of Foreign 
Affairs, Department of Finance, Department of 
Justice, Department of Agriculture and Natural 
Resources, Department of Public Works and 
Communications, Department of Education, De- 
partment of Labor, Department of National 
Defense, Department of Health, and Depart- 
ment of Commerce and Industry. To these 
may be added the Office of Economic Coor- 
dination which carries cabinet rank. 

83 [bid., pp. 4-5, 46. 

84 Loc: cit. 

85 [bid., pp. 73-84. 

88 Republic Act No. 660, June 16, 1951. 
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der, the latter being a detailed modi- 


fication of the appropriation act for 
fiscal year 1951.°" 


Commenting on the economy aspect 
of the 1947 and 1950 reorganization 
efforts, a technical consultant to both 
of the presidential reorganization com- 
mittees wrote: 


All the net reduction in the cost 
of government that the Pedrosa 
Reorganization Committee could 
claim to have effected amount to 
only P6,009,994, or 2 per cent of 
the 1948 authorized appropriations 
for general expenditures totaling 
P 226,356,306. Neither did the net 
reduction of about P5 million that 
the Fernandez Reorganization Com- 
mission claimed to its credit ap- 
pear substantial. Much less could 
it be considered spectacular. con-, 
stituting, as it did, barely 1 per- 
cent of the total appropriations 
(P494 million) authorized for the 
fiscal year 1951.** 


President Quirino, on the other hand, 
has this to say on the over-all reor- 
ganization effort during his administra- 
tion: 


While few radical changes have 
been made due to the present pol- 
itical development of the country 
and the social and economic re- 
percussions that a drastic reorga- 
nization entails, it must be stated 
that the prime objectives of eff- 
ciency, simplicity, and economy 


87 See the monthly issues of the Official Ga- 
zette for 1950 and the first half of 1951 for 
the contents of the various executive orders. 
Also Executive Order No. 392, January 1, 1951 
(Further reorganizing the different executive 
departments, bureaus, offices and agencies of 
the Government of the Republic of the Philip- 
pines, making certain readjustments of person- 
nel and reallotments of funds in connection 
therewith, and for other purposes). 

88 Quirino Austria, “Historical Background 
and Implementation of the Reorganization 
Plans of 1955-1956”, International Review of 
Administrative Sciences, Vol. XXIII, No. 3, 
p. 308. 





have weighed heavily in the deter- 
mination of the changes effected. 


In the Executive Department 
alone, we have been able to effect 
economies estimated at 5,000,000 
in the present budget. . . . 


In the reorganization of govern- 
ment-owned and controlled corpo- 
rations, it is estimated that a sav- 
ings of 7,000,000 will also be ef- 
fected. . . .*° 


V. Summary and Conclusion 


The history of the reorganization 
movement in the Philippines from early 
American Occupation (1898) up to the 
last days of the Liberal Party Admi- 
nistration (1953) may be divided rough- 
ly into four periods. 


During the first period (1898-1915), 
American colonial administration dic- 
tated the concentration of government- 
al powers in the hands of American 
pro-consuls. Organization-wise, this 
meant the consolidation of legislative- 
executive-administrative powers in one 
body—the Philippine Commission—at 
the start. Personnel-wise, this meant 
the preemption of key positions in the 
Insular Government for American ci- 
tizens. Although the first reorganization 
effort during this period was effected 
through the Philippine Commission, 
then the only legislative body, it may 
be postulated that the reorganization 
merely reflected the desire of the Am- 
erican commissioners who were also oc- 
cupying concurrently the positions of 
heads of the executive departments. 


The agitation of Filipinos for pol- 
itical independence and greater parti- 
cipation in the administration of pub- 
lic affairs during the second period 


89 “President’s State of the Nation Address”, 
Official Gazette, Vol. 47, No. 1 (January, 1951), 
pp. 99-100. 
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(1916-1934) was translated in the re- 
organization movement in terms of 
Filipinization of the bureaucracy and 
(Filipino) parliamentary control over 
the heads of the executive departments. 
Through the latter, the Philippine Le- 
gislature sought the strengthening of 
the hands of Filipino political execu- 
tives and a corresponding limitation of 
the powers of the American Governors- 
General. Viewed from another angle, 
the reorganization efforts during this 
period may be described as Legislative- 
inspired. 


The preparation for eventual political 
independence during the third period 
(1935-1945) reversed the theme of the 
reorganization effort. This period was 
marked by a desire to concentrate in 
the hands of a Filipino Chief Execu- 
tive strong powers as the general man- 
ager of the entire administrative ma- 
chinery and the necessity of equipping 
him with adequate staff support so as 
to carry out effectively his supervisory 
and control functions. Hence, at this time 
there was also born the concept of a 
central O & M agency to undertake 
continuous reorganization of the gov- 
ernment. The reorganization effort dur- 
ing this period was certainly inspired 
by the Chief Executive. 


The critical need for a strong cen- 
tral government by virtue of political 
independence and the urgency of ra- 
pid post-war reconstruction and reha- 
bilitation permeated the reorganization 
effort during the first phase of the 
fourth period (1946-1953). The second 
phase was also beset by equally serious 
problems: peace and order, graft and 
corruption, and socio-economic devel- 
opment. In both phases, the strong 
powers of the Chief Executive came to 





bold relief. Reorganization efforts dur- 
ing this period were also inspired by 
the Chief Executive. 


We postulated at the start that re- 
organization is determined by four sets 
of factors: organizational-individual, the 
internal setting, the external setting, 
and situational factors. There is no 
gainsaying the fact that all these fac- 
tors have been present in Philippine 
experience. We also noted that in our 
historical survey, the influence of Ameri- 
can concepts and ideas of government 
were ever present and at times dominant 
in charting the destiny of the Filipino 
people. Briefly these concepts are: first, 
the constitutional framework of a tri- 
partite form of democratic government, 
and second, the theme of the reorganiza- 
tion movement. 


The fundamental issue raised here is 
what branch of government has the pri- 
mary power to initiate reorganization. 
In both Philippine and American ju- 
risdictions, it is a settled doctrine that 
such innate power lies with the legis- 
lative body. But how should reorgani- 
zation of the executive branch of the 
government be carried out? By mere 
legislative enactment? By a broad grant 
of authority to the Chief Executive to 
issue executive orders? By a joint le- 
gislative-executive commission? By a 
purely executive-appointed commission? 
By an _ executive commission whose 
membership is purely from outside gov- 
ernment service, or purely from those 
in government service, or from both out- 
side and within the government service? 
At any rate, the manner in which reor- 
ganization has been carried out in the 
Philippines has always been pattern- 
ed after U.S. experience. 
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In the United States the twin-con- 
cept of economy and efficiency is al- 
most universally accepted as the ob- 
jective of reorganization.”° Also, reor- 
ganization in the United States has 
revolved around four concepts: struc- 
tural reorganization, curtailment of 
functions and activities, executive con- 
trol, and continuous reorganization.” 
All these themes have been predomi- 
nant in the history of reorganization 








90 Lewis Meriam and Laurence F. Schmecke- 
bier, Reorganization of the National Govern- 
ment: What Does It Involve? (Washington, 
D.C.: The Brookings Institution, 1939), p. 11. 

%1 [bid., pp. 12-21. 


in the Philippines. Perhaps because of 
its political status at one time—that 
of a colony of the United States— 
another element has been developed 
and has guided Filipino leaders when 
discussing reorganization, i.e., how to 
attain political accountability of the 
executive branch which is under the 
direction of a foreigner. 


But certainly, viewed from any angle, 
the reorganization efforts under review 
bear the deep and unmistakable in- 
fluence of American culture and _ prac- 
tices. 





The Interrelations Between Local 
Governments and Community Development* 
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HE interdependence of a commun- 

ity development program and local 
governments was one of the subjects 
discussed at the U.N. Workshop on Pub- 
lic Administration Problems Involved in 
Community Development Programmes, 
which was held at The Hague early in 
1959. It was recognized that in under- 
developed countries where local govern- 
ments are weak or non-existent, a com- 
munity development program might lead 
to the strengthening or creation of local 
governments. The continued success of 
community development schemes would 
in turn depend on viable loca! govern- 
ments that could maintain and support 
projects initiated by self-help commun- 
ity efforts and serve as decentralized 
units ‘and field coordinating devices of 
the national agency for community de- 
velopment. It could be inferred from 
the discussion that the ideal might be 
the full assumption by local jurisdictions 
of the responsibility for providing the 
personnel and financial requirements of 
community development programmes. 








* Presented at the SEATO Community De- 
velopment Conference, Dec., 1960, at Baguio, 
Philippines. This paper was first published in 
the Community Development Review (Wash- 
ington, D.C.: International Cooperation Ad- 
ministration, Dec., 1960.). It is reprinted here 
with slight revisions. 
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(The U.N. Workshop also indicated 
certain theoretical and practical differ- 
ences between the two institutions or 
processes, and warned that they might 
in certain circumstances work at cross- 
purposes. ) 

Using the Philippine experience as a 
case study, I wish to explore further 
the interdependence and mutually rein- 
forcing relationships between community 
development and local governments in 
relation to political stability or that con- 
dition in which the various elements and 
interests of society may have a mean- 
ingful and effective participation in na- 
tional policy-making. 


National-Local Political Imbalance 


The Philippines is a unitary state (not 
federal as are the U.S. and India) in 
which the national government, through 
the President and the Congress, holds 
and exercises preponderant political po- 
wer and authority. Local governments 
are creatures of the national government. 
They consist largely of national officials 
of the various technical agencies often 
only tenuously coordinated and directed 
by weak locally elected “chief execu- 
tives” (provincial governors, city and 
municipal mayors). 
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One of the main sources of weakness 
of most local governments is the low 
productivity and incomes (underdevelop- 
ment) of the areas under their jurisdic- 
tion. Thus some 90 per cent of the 
government’s revenues are raised by 
the national government in the Manila 
metropolitan area, in a few other urban 
centers and in one or two provinces. 
The rest of the country contribute only 
about 10 per cent. This means that most 
local governments are actually being 
heavily subsidized by the national gov- 
ernment. 


It is in the process of subsidization 
that the President and the Congress 
wield tremendous power and _ influence 
over the whole country, including the 
large urban centers which, ironically, 
must also depend on national government 
allocations for the bulk of its finances. 
The power and authority of the na- 
tional government takes many forms: 
(1) the rendering of technical services 
in education, health, agriculture, social 
work, national policy protection, public 
works, communications, and of course, 
the patronage and spoils involved in 
their administration; (2) central con- 
trols over monetary and credit policies, 
export and import transactions, alloca- 
tion of scarce foreign exchange, and 
other aspects of commerce and industry; 
(3) taxation policies and tax administra- 
tion and (4) the operation of two huge 
government banks, a sweepstakes and 
lottery agency, a government insurance 
system, and a social security system for 
employees in private enterprises. 


Other aspects of the political, econo- 
mic and social structure favor the pres- 
ent centralization which the insularity 
and colonial history of the country have 
helped to establish. By operation of the 


separation-of-powers principle and_ its 
corollary system of checks and balances, 
the President and the Congress are mu- 
tually dependent not only institutional- 
ly, but also on a person-to-person or 
person-to-bloc bases. In the give and 
take of executive-legislative relations, in- 
dividual legislators or groups of legisla- 
tors can exert influence far out of pro- 
portion to their numbers, for three re- 
lated reasons: (1) legislators cannot 
escape reflecting the particularistic de- 
mands of their constituents which are 
passed on to the President and adminis- 
trative officials; (2) lack of party cohe- 
sion and discipline puts a premium on 
satisfying or placating individual legis- 
lators within the party to prevent them 
from bolting or non-cooperation; and 
(3) leadership roles (chief executive, 
legislative, administrative) tend to be 
diffused rather than specific, despite 
legal job descriptions. People ascribe 
to their leaders a father-like all-around 
ability, a tendency which leaders them- 
selves possess and which makes them 
reach over into functions and activities 
not legally within their office. 


The political fortunes of the President 
and the Congress are linked not only 
because of the vast powers that they 
could exercise through cooperation in 
running the national administration, but 
also because of the fact that the Presi- 
dent, all 102 members of the House of 
Representatives, and 4% of the 24-mem- 
ber Senate are chosen in one and the 
same national election. In contrast, local 
government officials are selected in an 
off-year election. Additional factors will 
be cited below to account for the weak- 
ness of local governments and local offi- 
cials vis-a-vis the President and _ the 
Congress. 
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The executive-legislative alliance in 
Manila makes possible a constant flow 
of governmental services and _patron- 
age conferring specific benefits, like 
roads, schools, artesian wells, irrigation 
projects, jobs, privileges and favors to 
the people in the localities whose own 
local governments and officials cannot 
provide by themselves. The selective 
flow of the scarce benefits and favors 
follows the gravitational pull of the 
political party system, although govern- 
mental services like education, police 
protection, and the courts are generally 
accessible. 


It is therefore helpful to look into the 
national parties and show how they com- 
plement the centralized system of gov- 
ernment. The national party in power, 
like the opposition party, is a loose 
federation of local leaders—mostly na- 
tional legislators and provincial politi- 
cians—headed by the President. The 
leaders and members are joined by a 
network of dyadic, personal relationships 
of mutual help and dependence, more 
so than by a common ideology. Provin- 
cial parties are similar pyramids of in- 
tensely personal followings of particu- 
lar local leaders whose loyalties are to 
their provincial leaders and not to an 
impersonal party as such. By and large, 
the local communities and the rank and 
file of the citizenry are “individualistic” 
and unorganized. Their primary attach- 
ments and loyalties are to their nuclear 
family, their kins and neighbors. This 
accounts for the rarity and weakening 
of formal organizations of the associa- 
tional type, as opposed to the leader- 
follower type of primary groupings. Lo- 
cal leaders draw their political support 
from networks of two-way personal rela- 
tionships based on kinship, mutual help 
or favor (utang na loob), and ritual 
co-parenthood (compadrazgo). 





Citizens so politically held together 
tend to manipulate their government 
through personal connections rather 
than through organized pressure groups. 
Consequently, the resulting parties at 
the national level are identical in ideo- 
logy, in appeal to all classes, and in 
fragility and fluidity of membership. In- 
asmuch as the likelihood of patronage 
and benefits depends on the political 
complexion of the local officials in rela- 
tion to the majority party, there is a 
strong tendency towards political oppor- 
tunism in voting. The majority party or 
the party, faction or leaders likely to 
succeed to power are able to persuade 
co-leaders and citizens to change their 
allegiance from one election to the next. 


The aggregate shifting of loyalties 
based on a highly particularistic poli- 
tical calculus tends to favor the party 
of the district representative or con- 
gressman who, when allied with the 
majority congressmen, senators, and the 
President, is most likely to obtain the 
needed benefits from the national gov- 
ernment: the source of most material 
blessings. 


Dependence on the government for 
community-wide services (roads, schools, 
artesian wells) is exacerbated by a rela- 
tive lack of community spirit which may 
be utilized for self-help purposes. Na- 
tional politics consciously encourages 
local dependence as a source of conti- 
nuing support from the fragmented 
countryside. Dependence is further ag- 
gravated by demands for government 
employment of a large army of unem- 
ployed who cannot find jobs elsewhere. 
Even if the political and tax structures 
allowed an allocation of revenues to 
local governments in proportion to local 
collections (instead of to population) the 
depressed economies of most localities 
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would not enable sizeable numbers of 
residents to pay the existing taxes based 
on underassessed properties. Weak local 
governments may therefore be seen to 
operate as both cause and consequence 
of economic underdevelopment, its con- 
commitant social characteristics, and the 
political structure, thus favoring the sup- 
porters of the centralized status quo. 


The prospects for a more rapid indus- 
trialization to increase employment, raise 
incomes and living standards, and to 
check population increase depend hea- 
vily on the economic growth of urban 
centers of commerce and industry. There, 
social change has been most rapid and 
the economy most advanced. But there 
too, policies and politics are dominated 
by national leaders and their influential 
urban supporters. National policies and 
politics are thus largely uninfluenced by 
the remote, dependent, and unorganized 
constituents in the towns and villages. 
The patterns of investment and con- 
sumption reflect the prevalent desire 
for short-run profits and conspicuous 
consumption rather than long-range con- 
cern for economic development through 
increasingly productive use of scarce 
savings and capital. Particularistic pres- 
sures on politicians make parts of the 
bureaucracy over-staffed, inefficient, and 
corrupt. Moreover, about 20 per cent 
of all revenues go to the support of the 
military establishment, diverting badly 
needed support for developmental pro- 
grammes. It is perhaps for this com- 
bination of reasons, and a swelling po- 
pulation (3 per cent per year), that the 
country has not yet taken off to the 
stage of sustained economic growth. 
Even locally produced goods command 
very high prices. Unemployment is in- 
creasing; the purchasing power of the 
peso has not improved; and the gap 
between the urban upper classes and 


the peasantry and labour is probably 
widening. 


Correcting the Imbalance 


Apparently, the much _ talked-about 
goal of economic development is re- 
tarded in a representative democracy 
when the long-run interests of economic 
development are sacrificed in favor of 
short-run benefits to a relatively small 
urban element, because the bulk of the 
population cannot effectively exercise 
corrective counter-influences. The rural 
population that accounts for 85 per cent 
of all electoral votes needs to be given 
effective access to national decision- 
making; for while their aggregate votes 
decide the elections, policies and gov- 
ernmental services are oriented towards 
the urban areas. The adjustment of 
central-local relations as a requirement 
of political stability has been summar- 
ized by Professor Lucian W. Pye as fol- 
lows: “In short, given the probable in- 
creases in the rate of social change . . . 
the development of a stable political 
process seems to require the rural masses 
to have the power and the means to 
express their needs in a political pro- 
cess that is directly related to the sphere 
of national decision-making.” (“Com- 
munity Development as a Part of Poli- 
tical Development.” Paper read at the 
Conference on Community Development 
and National Change, Boston, Mass., 
December 13-15, 1957. p. 80.) 


Given the present balance of poli- 
tical forces in favor of national leaders 
and the urban elite, what can the com- 
munity development program and local 
governments do to bring about change? 
Five things can be done: 


(1) Consolidate and maximize the 
gains already achieved or made possi- 
ble by recent grants of local autonomy 
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and the operation of the national com- 
munity development programme. The 
rural people should be helped to realize 
their new taxing powers and their en- 
hanced capacity to raise their incomes 
and provide community facilities through 
self-help and grants-in-aid stimulation. 


(2) A multi-pronged program of poli- 
tical education should be carried out to 
heighten political awareness and the de- 
sire to organize for a more effective 
access to the President and the indi- 
vidual legislators in their home districts. 


(3) Local leaders should organize to 
give support to national leaders who 
favor economic policies that will tend 
to benefit the rural areas. Examples of 
these policies are the dispersal of indus- 
tries, decentralized economic planning, 
the creation of local development au- 
thorities, and joint Filipino-foreign in- 
dustrial ventures. 


(4) Organize political support for the 
extension of local autonomy to those 
areas of the country that can best util- 
ize decentralized powers for accelerat- 
ing economic development. 


(5) In the longer run, changes in 
values, attitudes, motivations, leadership 
skills (hastened by greater productivity, 
success in community development acti- 
vities and local governments) could 
help the rural people to raise their in- 
dividual aspirations, broaden their social 
outlook and heighten their capacity for 
impersonal group action. This is based 
on the theory that social change, eco- 
nomic development, and political deve- 
lopment are interrelated in circular 
cause-and-effect. 


Changes in the local political struc- 
ture can come about only gradually. It 
would be impractical to expect that the 
dominant political combination would 


drastically undercut its sources of po- 
tency. But a grand alliance of the sup- 
porters of community development and 
local autonomy can take advantage of 
the ground swell of social change. In 
the Philippines the same social awaken- 
ing and political response that engen- 
dered the recent rural development 
movement, the “grass-roots politics” of 
Magsaysay, and the establishment in 
1956 of the Philippine Community De- 
velopment Programme, made _ possible 
the passage of local autonomy laws in 
1959. To be sure the Barrio Charter of 
1959, which aims to vitalize the barrio 
or village council, met with stiff re- 
sistance. It was passed only because of 
the able parliamentary and administra- 
tive maneuvering by a very small group 
of local autonomy zealots. But this de- 
velopment and others, less visible but 
potentially far-reaching, can become in- 
creasingly feasible through a coordinated 
community development programme and 
local autonomy movement. 


The Presidential Assistant on Com- 
munity Development (PACD) has as- 
sumed primary administrative responsi- 
bility for staff work in drafting local 
autonomy bills and in securing legisla- 
tive support for their enactment. Its in- 
formational campaign has sought to stir 
interest in both local autonomy and its 
own programme. The PACD has been 
most active in assisting local govern- 
ments to prepare for and hold barrio 
elections under the revised Barrio Char- 
ter. 


Local government executives head 
community development councils from 
the province to the barrio. The grants- 
in-aid program of PACD gives these 
officials the means which, when aug- 
mented by local government resources, 
are used to match the people’s contribu- 
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tion in labour and materials. Command 
over these resources makes the parti- 
cipation of local government officials 
more meaningful and rewarding. Over 
the years local government officials of 
both parties have realized that the com- 
munity development program _ has 
strengthened their positions and aroused 
popular political awareness and under- 
standing. PACD provides local govern- 
ment officials with resources independ- 
ently of individual legislators and the 
President. In their roles as community 
development leaders local government 
officials feel that their efforts are yield- 
ing additional results often superior to 
those obtained from some legislative 
“pork barrel” or public works projects. 
They feel proud of their contribution 
to the generation and support of com- 
munity improvements and receive more 
attention from their local co-leaders and 
constituents. 


Local government leadership and ad- 
ministration of community development 
work is a significant form of manage- 
ment training at the local levels whose 
need is now becoming widely recog- 
nized. Community development councils 
at the various local administrative levels 
are coordinating and implementing bo- 
dies in which concepts of local plan- 
ning and administrative coordination are 
being introduced. Local leadership of 
the community development councils is 
enhanced by PACD field supervisors 
who serve as community development 
assistants to local chief executives and 
as executive secretaries of the councils. 


Moreover, PACD’s ramifying train- 
ing activities bolster local government 
management. They have come to in- 
clude: (1) orientation training for per- 
sonnel of cooperating technical agen- 
cies; (2) regional and provincial semi- 


nars for local government officials, and 
some residential training of local govern- 
ment officials at the Community Deve- 
lopment Training Center; (3) Lay Lead- 
ership Institutes for barrio council mem- 
bers and other community leaders; (4) 
women and youth group training and 
practical community development work; 
and (5) occasional briefings of interest- 
ed academic, civic, and welfare groups. 
The content of training covers a wide 
range: community development con- 
cepts, methods and organization, local 
government problems and administra- 
tion, democratic group leadership, cen- 
tral services to local governments, etc. 
Taken together, these formal and on- 
the-job training experiences constitute 
a widespread, continual, practical poli- 
tical education for local leadership and 
citizenry. 


A probable benefit of local political 
education would be the selection of su- 
perior senatorial and congressional can- 
didates, particularly those who are 
pledged to alter the national-local poli- 
tical imbalance. Recent senatorial elec- 
tions resulted in the defeat of some such 
young leaders by the simple arithmetic 
of the rural-urban voting ratio. Although 
these leaders won in the urban areas, 
they were buried under an avalanche of 
the less informed and dependent rural 
votes. Community development and the 
exercise of new local government powers 
could be expected in due course to pro- 
vide an alternative set of criteria for 
rural voters in their choice of the Presi- 
dent and legislators. 


Given the subsequent expansion of 
the community development programme 
so as to adequately cover substantially 
more barrios, I still believe that an 
alternative and complementary approach 
to economic and social development 
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should be tried. I propose the encourage- 
ment of economic development by the 
grant of greater local autonomy to areas 
that are already way ahead in economic 
progress. The larger urban centers and 
the most economically prosperous prov- 
inces have the greatest potential for 
steady economic growth and successful 
local governments because of their 
headstart in capital, machinery, mana- 
gerial and technical manpower, skilled 
labour, and modern social outlook. If 
their governments are given greater 
financial and administrative authority, a 
relatively more informed and better or- 
ganized citizenry can more effectively 
influence policy-making by local leaders. 
The effects of their accelerated develop- 
ment will spread to other areas. More 
economic activity creates more jobs to 
absorb rural unemployment. One conse- 
quence would be the baiting of the less 
developed areas to step up their produc- 
tion in order to qualify for increased 
local autonomy in shaping public policy. 


In sum, I am proposing a consolida- 
tion of existing local government powers 
and authority, expanded rural commun- 


ity development, and a conditional and 
selective grant of substantial local auto- 
nomy to the most developed parts of the 
country: the major cities and the pre- 
mier provinces. It seems to me _ that 
every increment of local political aware- 
ness and strength needs to be chan- 
neled by local political leaders and 
kindred elements in the directions I 
have outlined, to the end that various 
interests and elements of the body poli- 
tic will be effectively participating in 
the political process, and no single one 
of them may be permanently alienated. 


It is customary for international and 
academic conferences to conclude by 
suggesting scientific studies to be made. 
I shall be true to form. A serious defi- 
ciency in less developed countries is the 
inadequacy of their social sciences. Yet 
the most rewarding directions of change, 
and the most obstinate barriers also, 
can be uncovered only by painstaking 
basic and applied social research. Inter- 
national bodies and philantrophic foun- 
dations can help policy-makers to realize 
this need, and to progressively support 
and utilize the country’s social scientists. 
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lg soenat years ago, President John A. 
Hannah of Michigan State University 
and three other American educators! 
presented a report on the University of 
the Philippines. The report was made 
after a sixty-day study of different phases 
of the University—its general objec- 
tives, its administration, its academic 
program and its faculty. 


While not all recommendations of the 
Hannah survey team have been fol- 
lowed, their work as a whole has cer- 
tainly contributed in the setting up of 
a framework for improving the organ- 
ization, programs and procedures of the 
State University. 


This review does not attempt to com- 
ment on all the numerous findings of 
Dr. Hannah and his associates. Rather, 
it focuses on an analysis and appraisal 
of the general approach, as well as cer- 
tain major findings and recommenda- 
tions of the Hannah report. 





1The other members of the survey team 
were Dr. William T. Middlebrook, Vice-Pres- 
ident of the University of Minnesota, Dr. Floyd 
W. Reeves of Michigan State University, and 
Dr. Thomas H. Hamilton, Vice-President of 
Michigan State University. 


Theory and Working Concepts of Or- 
ganization. Before discussing directly 
these findings and prescriptions on the 
organization and management of the 
University, it might be helpful to pres- 
ent briefly some working concepts and 
tenets encompassed by a modern theory 
of organization. 


The traditional idea which conceives 
of organization as a mere structure of 
administrative units and positions, as a 
logical arrangement of functions and 
persons into formalized relationships, is 
now outmoded. Through recent empi- 
rical studies in public administration, 
industrial management, psychology, so- 
ciology, and other social sciences, or- 
ganization is now viewed not merely as 
a technical problem; it is likewise a 
problem of human relations. It is true 
that a large organization—be it a bu- 
reau, an army, a church, or a univer- 
sity—has structural and _ technological 
aspects which have been the primary 
concern of old proponents of scientific 
management. But such organization is 
equally, if not more, conditioned by hu- 
man, social and oftentimes political or 
administrative considerations. Actual 
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relationships and patterns of behavior 
in the organization may differ from 
what is portrayed in the organization 
chart or manual. The chart, while lo- 
cating present personnel, has reference 
more to positions rather than live peo- 
ple. Thus, in studying an organization, 
“one must go behind the formal struc- 
ture of organization and explore poli- 
tical realities, social motivations, and 
human drives.” * 


Informal aspects of organization ope- 
rate concurrently with the formal, and 
proposed organizational changes based 
only on the latter tend to be unrealistic 
and deficient. A management analyst 
should, therefore, be familiar with the 
socio-political environment within which 
the administrative organization operates. 
He must realize that organization re- 
flects the patterns of leadership and au- 
thority in the community; that a study of 
the organization of an institution must 
take into account its history and tradi- 
tions, its relationship with other insti- 
tutions, as well as the influence of 
group pressures and individual per- 
sonalities. 


Organization, in the second place, is 
no longer considered as something sta- 
tic, subject to mechanical arrangement 
or manipulation, however systematic. 
An administrative organization is a dy- 
namic, living thing: its rules, structure, 
relationships, and procedures must there- 
fore be constantly re-examined in the 
context of changing values, socio-econo- 
mic conditions, and other needs for re- 
adjustment. As Prof. Schuyler Wallace 
of Columbia aptly pointed out, “the 
best type of organization . . . depends 
not upon some simple formula but 


2 Albert Lepawsky, Administration: The Art 
and Science of Organization and Management 
(New York, 1949), p. 322. 





upon the studied consideration of a 
multitude of factors.” * 


Lastly, one must always bear in mind 
that organization is a means, not an end 
in itself. All organizational rules and 
arrangements must ultimately be judged 
by their effectiveness in contributing to 
the attainment of the objectives of the 
institution. Indeed, problems of admin- 
istration can only be adequately under- 
stood and appraised in the context of 
the goals or ends to be implemented; 
the efficacy of administrative techniques 
should be determined in terms of the 
content of the policies and programs 
involved. 


Avowed Limitations of the Hannah 
Survey. To what extent is the Hannah 
survey in accord with these fundamen- 
tal tenets of organizational or adminis- 
trative analysis? It is significant that 
Dr. Hannah and his associates recog- 
nized some limitations of their study. 
In the introductory part of their re- 
port, they stated that their survey group 
“have refrained from engaging in the 
concoction of a fully detailed prescrip- 
tion for the University of the Philip- 
pines.” Such an action by outsiders, they 
observed, “with a limited knowledge of 
the Republic and its problems would 
surely have bordered on the presump- 
tuous and the superficial.” While they 
also acknowledged the importance of 
factors relating to individual personali- 
ties, the survey group felt unable to 
evaluate such factors due to lack of 
“long and intimate knowledge of all the 
relevant facts.” 


Recognition of the above limitations 
on the part of the Hannah team is 
indeed laudable. In so doing, they real- 

3 Schuyler C. Wallace, Federal Department- 


alization: A Critique of Theories of Organiza- 
tion (New York, 1941), p. 227. 
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ized the pitfalls and superficialities that 
have often beset many a foreign con- 
sultant on management improvement or 
reorganization. Nonetheless, it is these 
very limitations that have served to 
weaken or render questionable a num- 
ber of recommendations that they ac- 
tually made. 


Relationship Between the Board of 
Regents and the President. The Hannah 
survey team observed that the Board 
of Regents “gives undue time and con- 
sideration to many relatively unimpor- 
tant details of operation.” They also 
found “some evidence that there are 
lines of communication between staff 
members and Regents which do not 
channel through the President.” With 
these observations, they reaffirmed “the 
principle that the board should deter- 
mine general policies and that the 
administration—the President and his 
associates—should be responsible for the 
execution of these policies.” 


But this “principle” is not as simple 
and clear-cut as it appears. For, in 
practice, it is conditioned by the re- 
action (or clash) of personalities be- 
tween the President and members of 
the Board operating within a_parti- 
cular social and political setting. Paren- 
thetically, this is the same problem that 
plagues the directors and managers of 
many government corporations today. 


The Hannah group identified some 
causes for this difficulty in the Univer- 
sity, namely: (1) overzealousness on the 
part of board members; and (2) pres- 
entation of hard and unresolved operat- 
ing problems without definite recom- 
mendations by the President and _ his 
associates. But other probable causes 
were left untouched. For instance, the 
Hannah group could have looked into 
organizational practices or situations 


that engender direct communication be- 
tween regents and administrative or 
academic personnel. What encourages 
(or forces) a dean or a staff member 
to solicit the support of some regents 
for a budgetary increase, approval of 
a new project, or favorable action on a 
personnel matter? Indeed informal prac- 
tices such as these, might be indicative 
of the weakness or inefficacy of existing 
formal channels of communication. 


Dr. Hannah and his colleagues might 
have also asked what historical ante- 
cedents have given rise to an adminis- 
trative climate characterized by greater 
board participation in administration and 
by weakened professional restraints lead- 
ing to the circumvention of formally 
prescribed rules and procedures. They 
could have inquired further what aspects 
in our Philippine culture, what patterns 
of authority and leadership in our com- 
munity can provide light on this prob- 
lem. But then Dr. Hannah and com- 
pany had only two months to make 
their extensive, far-reaching study. 


Too Many Separate Units? Another 
major set of Hannah recommendations 
had to do with the internal organiza- 
tion and administration of the Univer- 
sity. Pointing out “certain undesirable 
characteristics” of the present organiza- 
tional structure, the group maintained 
that “(Tlhere were far too many in- 
dependent units reporting directly to the 
president.” * 


From its observations, the Hannah 
team recommended ways of “integrat- 
ing independent units into the present 
structure.” To cite a few, it was sug- 


4It may be noted that in arriving at these 
findings the survey team utilized, to a con- 
siderable extent, the document on the for- 
mal organization of the University, prepared 
by a research assistant of the U.P. Institute 
of Public Administration. 
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gested that: (1) the School of Fine 
Arts and the Conservatory of Music 
become part of the College of Arts and 
Sciences; (2) the department of phys- 
ical education, or at least that part of 
it concerned with instruction, become 
part of the College of Education; and 
(3) consideration be given to the even- 
tual inclusion of the Institute of Pub- 
lic Administration and the Statistical 
Training Center within the appropriate 
college or colleges. 


The above findings and recommenda- 
tions seem to be too sweeping. Appa- 
rently, their purpose is to reduce what 
was considered as too large a span of 
control for the President. The deter- 
mination of such fact, however, should 
depend on an analysis of factors that 
goes beyond a mere examination of the 
formal organization and the relative size 
of the units involved. It is now recog- 
nized that the number of persons that 
should report directly to an executive 
varies with the nature of the work, the 
location of the persons being supervised, 
and the background, capacity, and en- 
ergy of the supervisor and the super- 
vised. 


The question on effective span of con- 
trol has gained further light from the 
experiment at the Sears, Roebuck and 
Company. The organization of the Sears 
Company was found to be highly de- 
centralized; it therefore had a “flat” 
structure with executives and super- 
visors having wide spans of control. 
Authority and responsibility for pro- 
grams were placed as close as possible 
to the scene of action, thus allowing a 
wide range of discretion at each level 
of management. In this company of 
more than 100,000 employees, only four 
levels of supervision intervened between 
the president and the rank-and-file. 





The Sears experiment indicated that 
employee morale tends to decline with 
increasing size of the organizational unit. 
Smaller organizations, it was found, have 
the advantage of more frequent, closer 
contacts among the personnel and _ be- 
tween the supervisors and the employees. 
Conversely, it found evidence that as 
organizational units of an agency are 
enlarged—as the proposed merger of 
units in the U.P. would do—adjustments 
become more difficult, delays set in, 
and free, constant communication with- 
in the organization breaks down.° 


While these findings might not be ap- 
plicable in all situations, at least they 
indicate that the proper span of con- 
trol for an executive cannot be deter- 
mined by some simple criterion or 
quantitative computation. Specifically, 
the question regarding span of control 
for the University President involves a 
wide range of factors, and would cer- 
tainly require more time for observa- 
tion and analysis than was available 
to the Hannah survey team. 


To illustrate: The Hannah report re- 
commended that “consideration be given 
to the eventual inclusion of the Insti- 
tute of Public Administration . . . with- 
in the appropriate college. . . .” From 
this, the President’s Committee on Re- 
organization suggested “(Sltudies to be 
made on how to include the functions 
of the Institute of Public Administration 
under respective colleges such as Law, 
Business Administration and Liberal 
Arts.” © Unfortunately, neither the Han- 


5 See James C. Worthy, “Factors Influencing 
Employee Morale,” in Schuyler D. Hoslett, 
Human Factors in Management (New York, 
1951), pp. 302-324. 

6 Ricardo R. Pascual et al., “A Report on 
A Study and Plans for Implementation of A 
Study of the University of the Philippines, by 
the ICA Survey Team,” Philippine Social Sci- 
ences and Humanities Review, Vol. XXIII 
(March, 1958), p. 93. 
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nah group nor the reorganization com- 
mittee gave specific reasons for their 
respective recommendations.’ 


Was it because of size? At the time 
of the survey, the Institute of Public 
Administration had 13 full-time faculty 
members and 5 lecturers, 21 non-aca- 
demic professional personnel, and 16 
other employees.* This staff is by no 
means numerically negligible. But even 
assuming that their number is not large 
enough, this factor should not be deci- 
sive; the objectives, plans and programs 
of the institution should be the prime 
considerations. 


The Institute of Public Administration 
is one of the institutes that have re- 
cently been established in many coun- 
tries all over the world. Their establish- 
ment is reflective of an increasing recog- 
nition of the important role of good, 
effective public administration in the 
political stability and socio-economic 
growth of developing nations like the 
Philippines. 


A large portion of the Institute’s acti- 
vities are pioneering. Aside from its gra- 
duate and undergraduate degree pro- 
grams, it is engaged in basic and ap- 
plied research on vital areas of govern- 
ment and politics. Moreover, it is in 
the forefront in the recent efforts to 
improve the public service through in- 
service training. This Institute’s role has 
been further extended by Congress 
when, through the Civil Service Act of 
1959, it charged the Institute with the 
primary responsibility for executive de- 


7It should be noted, however, that the 
University administration has not adopted this 
particular recommendation. 

8 This number has increased since _ then. 
At present, the Institute personnel include 
14 faculty members and lecturers, 29 non-aca- 
demic professional workers, and 18 other em- 
ployees. 








velopment in the government. Also, 
executive and legislative officials have 
sought the assistance of the Institute 
staff in such work as the drafting of 
some important legislative bills, the 
planning and improvement of adminis- 
trative programs and systems, as well 
as the screening and selection of some 
principal administrators. Through its 
library and interdepartmental reference 
services, the Institute facilitates the 
availability and exchange of information 
on Philippine governmental administra- 
tion. 


New schools of public administration 
in other Asian countries have followed 
the pioneering efforts and experience 
of the Institute at the University of 
the Philippines. In the formation and 
development of the Eastern Regional 
Organization for Public Administration 
(EROPA), the Institute has played a 
leading role. Moreover, it has served 
as a regional training center for many 
administrative officials and scholars from 
other Asiatic countries. It is to the credit 
of the University of the Philippines for 
having nurtured a unit charged with 
multifarious programs in such a new 
field as public administration. 


With these perspectives, should the 
Institute be included in one of the older 
colleges, as suggested? It is believed 
that such a step would be unfortunate. 
In the first place, the role and activi- 
ties of the Institute are unique if com- 
pared to the activities of the other 
University units. Placing it under the 
College of Law or Business Administra- 
tion might only serve to de-emphasize 
new activities and approaches that need 
special attention and further develop- 
ment. This is especially true, since both 
the business administration and law col- 
leges in the University are primarily 
engaged in offering academic courses. 
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It might be noted that public admin- 
istration programs in Europe and the 
Middle East are by tradition under the 
Faculty of Law. But many of those 
under such arrangement have com- 
plained of handicaps and problems in 
the development of the public adminis- 
tration program. In fact, there is an 
emerging trend in many countries to- 
ward the separation of public adminis- 
tration curriculum from the Faculty of 
Law. L’Ecole Nationale d’Administra- 
tion in France may be cited as an ex- 
ample, as is the recent separation of 
the School of Public Administration at 
Seoul National University from its Fa- 
culty of Law. 


The same thing may be said of busi- 
ness administration. While some similar 
processes and techniques may be found 
in public and private administration, 
their orientation in the realm of public 
policy and in administrative responsi- 
bility and accountability are basically 
different. As Wallace Sayre succinctly 
put it, “business and public administra- 
tion are alike only in unimportant res- 
pects.” ° Merging these two disciplines 
in one unit would eventually work to 
the detriment of either one or even 


both. 


The idea of including the public ad- 
ministration institute within the College 
of Arts and Sciences appears to be 
founded on the traditional concept that 
public administration is merely a branch 
of political science. While historically 
true, public administration is now equal- 
ly concerned with other social sciences. 
Contemporary public administration, in 
the words of Dr. George Graham, “is 
an area, in study as well as in practice, 


® Wallace S. Sayre, “The Unhappy Bureau- 
crats: Views Ironic, Hopeful, Indignant,” Pub- 
lic Administration Review, Vol. 18, No. 3 (Sum- 
mer, 1958), p. 245. 
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where many distinct fields of knowledge 
must be integrated . where ideas, 
techniques, and data from many sources 
must be utilized further deve- 
loped.” *° 


and 


It is true that in many universities, 
the public administration program is 
part of the political science department. 
But in an increasing number of lead- 
ing universities, separate public adminis- 
tration schools or institutes have been 
successfully established. Mention may 
be made of the Littauer Graduate 
School of Public Administration at Har- 
vard, the Maxwell School of Citizenship 
and Public Affairs at Syracuse, the 
Woodrow Wilson School of Public and 
International Affairs at Princeton and 
the School of Public and International 
Affairs at Pittsburg, to cite a few. 


In view of its particular objectives 
and programs, the increasing demands 
of the community for its varied pioneer- 
ing services, and the philosophy or 
orientation required for further deve- 
lopment, it is believed that the Insti- 
tute should be maintained as a separate 
unit of the University. Thus, it would 
have the freedom necessary for the full 
flowering of its personality and poten- 
tialities in a vital area of our socio- 
political life. 


In sum, combining some schools or 
colleges of the University should not be 
based on an unquestioning idea that 
the large number of units reporting 
directly to the President should be re- 
duced. The Sears case demonstrated 
that a small span of control for the 


executive is oftentimes not conducive 


10 George Graham, “Trends in Teaching Pub- 
lic Administration,” Public Administration Re- 
view, Vol. 10, No. 1 (Spring, 1950), pp. 73, 75. 
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to high morale and productivity. In the 
particular case of the University Presi- 
dent, therefore, studies should have 
been made to determine what span of 
control would contribute most effective- 
ly in furthering the particular college 
activities and objectives, as well as the 
general function and goal of the Uni- 
versity. Such inquiry should have also 
been related to the question of proper 
degree of autonomy for the colleges and 
schools. Furthermore, it should have in- 
cluded a comparative analysis of the 
merits and demerits of merging in the 
context of prevailing academic and ad- 
ministrative practices, location of units 
concerned, identity of interests and aims 
of units being combined, and the peo- 
ple charged with the implementation 
of the different programs. 


It may be added, in this connection, 
that the feasibility of the Hannah pro- 
posal for four provosts or vice-presidents 
would also depend, in a large measure, 
on similar lines of inquiry. 


On Business and Financial Adminis- 
tration. With regard to the business and 
financial administration of the Univer- 
sity. the Hannah survey team suggested 
numerous organizational and procedural 
changes which seem to be generally in 
accord with maxims of sound manage- 
ment. In their specific implementation, 
however, our local conditions, resources, 
and needs in the University should be 
conditioning factors. 


Care should also be taken in order 
that the creation of new administrative 
units or positions would be proportionate 
to the magnitude and importance of the 
substantive work being administered. 
Otherwise, the organization might fall 
into a situation epitomized by Parkin- 
son’s Law which states that “work ex- 


pands so as to fill the time available 
for its completion,” that there is little 
or no relationship between the work 
done and the number of people as- 
signed to do it. As an example, Prof. 
Parkinson pointed out that during a 
period when the British Navy had de- 
creased by a third in men and two- 
thirds in ships, the admiralty officials 
increased from 200 to 3,569!" 


On the Academic Program and Fa- 
culty. Observations of the Hannah team 
on giving serious attention to general 
education, on minimizing course pro- 
liferation, and on restoring to the Uni- 
versity complete control over its cur- 
riculum are indeed praiseworthy.’? Fur- 
thermore, the group rightly batted for 
an expanded scholarship program, espe- 
cially for deserving but financially needy 
students. 


The role and problems of the faculty 
received the greatest emphasis. The re- 
port aptly observed that the faculty 
constitutes the “heart of the University.” 
For what good are stately buildings, 
modern facilities, and an elaborate ad- 
ministrative apparatus, if the faculty is 
weak or has low morale. More atten- 
tion and positive action was therefore 
urged for the proper selection, develop- 
ment, and motivation of the faculty. 
The Hannah group manifested their 
deep understanding of a basic problem 
of the University when it recommended 
that “increase of faculty salaries should 
be given the very highest priority by 
the administration.” (Italics supplied.) 
This suggests that serious and urgent 
efforts be made to provide substantial 
readjustment of salaries. Such readjust- 


11C. Northcote Parkinson, Parkinson’s Law 
and Other Studies in Administration (Cam- 
bridge, 1957), pp. 2, 7. 

12 It should be noted that the University ad- 
ministration has taken some concrete steps to- 
ward these ends. 
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ment should be in terms of prevailing 
compensation rates in comparable pro- 
fessional pursuits, and in favorable rela- 
tion to salaries of administrative or tech- 
nical personnel within and outside the 
University. 


Suggesting the formulation of a uni- 
formly applied procedure for promotion 
based on sound, objective criteria, the 
Hannah group noted that to have 
high morale, the faculty must not only 
feel that “they are engaged in worth- 
while work” but also that “they are 
accorded proper recognition” and that 
“advancement in rank and pay comes 
about after just judgment of their per- 
formance.” The actualization of such 
procedure and standards of promotion 
deserves prompt attention and action. 


Another observation has to do with 
teaching load and research work. Essen- 
tial to the University responsibility of 
discovering and disseminating knowledge 
is the development of teacher-scholars. 
The faculty member must be able to 
enrich his teaching not only by a mas- 
tery of existing knowledge in his field, 
but also by helping advance the re- 
search frontiers of his discipline in co- 
operation with those of other disciplines. 
It is thus heartening to note that Dr. 
Hannah and his associates were con- 
cerned on how this vital role of the 
faculty could be properly discharged. 
They recommended that “as soon as 


feasible the normal teaching load for 
faculty members be reduced, and that 
at least some faculty members be per- 
mitted to substitute research work for 
up to half their normal work load.” 


Closing Observations. The Hannah Re- 
port embodies many sound, positive re- 
commendations based on general “prin- 
ciples, policies, and processes” of Uni- 
versity administration. The highest prior- 
ity that it gives to the faculty is certainly 
commendable. But there are certain 
findings and suggestions, as pointed out 
in this review, which are subject to 
question. 


In implementing some of the recom- 
mendations, there is a need for conti- 
nuous reassessment and adaptation, with 
due appreciation of: (1) the general 
and specific objectives of the University; 
(2) the background, nature and deve- 
lopment of its varied programs; (3) 
available resources, changing needs and 
local conditions; and (4) the personali- 
ties, as well as the motivations and atti- 
tudes, values and influences which form 
part of the socio-political milieu within 
which the University functions. 


While outside consultants might bring 
some degree of objectivity and provide 
fresh perspectives, it remains upon the 
personnel who have lived with the struc- 
ture, processes and problems to deter- 
mine the details of reorganization. Only 
thus may the mission and goals of the 
State University be fully realized. 
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| gr nepainges for Progress is one study 
that can, in the interest of the good- 
neighbor policy, be recommended as 
a reading on how not to plan, to other 
Asian peoples who, like the Filipinos, 
are attempting deliberate economic de- 
velopment. The volume is a good case 
study about a people with a newly 
gained freedom seeking to strengthen, 
through planned effort, the economic 
support necessary to buttress and secure 
that freedom. 


The initial attempt has been none too 
happy, because the task of deliberate 
economic development is by its nature 
complex; the principles and techniques 
of managing it are new to Philippine 
public administrators. It is, therefore, 
not surprising that planning has not so 
far worked out too well and that a lot 


of difficulties have attended the efforts 


at a managed economy. 


Yet the Philippines has achieved a 
fairly high rate of growth during the 
last ten years. The national income has 
risen at an average rate of around six 
per cent which is almost twice the po- 
pulation growth of around three per 
cent. If the management of develop- 
ment policy has been generally inade- 


quate and inefficient as Planning for 
Progress would impress the reader, 
can it be accurately observed that the 
reported economic progress has been 
achieved not on account of government 
but in spite of it? 


The preparation of this book on eco- 
nomic planning in the Philippines has 
involved the most important knowledge- 
able persons that have something to do 
with the administration of planning, as 
well as outstanding leaders of business 
and industry who used to be associated 
with government planning. These per- 
sons automatically become co-authors as 
participants of the series of public lec- 
tures and seminars on which this volume 
is based. 


Considering the recognized capacity, 
experience and prestige of the lecturer- 
authors, the study could hardly be more 
authoritative if prepared otherwise. Mr. 
Filemon C. Rodriguez presented “The 
National Economic Council, Past and 
Present.” Before he became Chairman 
of that Council in 1954, he was for six 
years the General Manager of the Na- 
tional Power Corporation. After relating 
past efforts at planning, Mr. Rodriguez 
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indicated some basic causes of the fail- 
ure of planning. He concluded with 
pessimism, thus, “we can set up Coun- 
cils, we can legislate functions and 
authorities, we can draft innumerable 
programs, but as long as our people do 
not understand or believe in national 
economic development programming. . . 
the Councils will remain mere debating 
societies and the programs mere im- 
pressive documents of only academic 
interest.” 


Mr. Hermenegildo V. Reyes who wrote 
“The National Economic Council, Plan- 
ning and Private Enterprise” is no less 
competent to write on the subject, be- 
ing currently a member of the Coun- 
cil. He was also Chairman of the Task 
Force on Economic Planning under the 
Government Survey and Reorganization 
Commission created under the Reorgan- 
ization Act of 1954. Mr. Reyes lays the 
blame for the failure of planning to 
work out effectively to the non-adop- 
tion by the President of any of the 
approved national plans and to the non- 
passage of the bill creating the National 
Development Authority, which was in- 
tended as the implementing arm of the 
National Economic Council. 


Two of the authors, Senator Gil J. 
Puyat and Congressman Vicente L. Pe- 
ralta, who lectured on “Congress and 
Economic Planning” represent Congress 
in the National Economic Council. Sen- 
ator Puyat is unquestionably one of the 
most outstanding economists in the 
country today; he was in 1956 the Pres- 
iding Officer of the Council which di- 
rected studies which became the basis 
of the National Economic Council plan 
of 1957. He has undoubtedly acquired 
further perspective and insight in plan- 
ning, as Chairman of the Senate Fin- 
ance Committee and the Joint Legis- 
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lative-Executive Tax Commission. Sen- 
ator Puyat considered congressional re- 
presentation in the National Economic 
Council, a purely executive agency, as 
necessary to “a close and harmonious 
promulgation of policies and an effec- 
tive and immediate implementation of 
plans.” He expressed agreement with 
Edward Mason’s observation (‘‘Econo- 
mic Planning in Underdeveloped Areas” ) 
that effective planning in a democra- 
tic government requires “the existence 
of a disciplined political party under 
leadership strongly committed to eco- 
nomic development.” 


While concurring with the foregoing 
statement, Congressman Peralta, Chair- 
man of the House Committee on Eco- 
nomic Affairs, does not believe that 
Congress need be represented in the 
Council. This conviction appears to stem 
from his disappointment over the non- 
adoption by the President of the Five 
Year Plan of 1957 and the Three Year 
Plan of 1959 which updated the former. 
He considered such inaction “as a fail- 
ure of the national leadership to ap- 
preciate the necessity of closely defining 
the character and extent of our efforts 
at economic progress which such plans 
clearly set out.” Continuing, he ob- 
served: 


Instead of the Council being recog- 
nized as the focal point from which 
must emanate or through which 
must be channeled, all proposals 
regarding economic policies, pro- 
grams and objectives, the Council 
finds that it is only one among 
many agencies advising the Presi- 
dent on economic matters. Instead 
of concentration and integration, we 
find, therefore, diffusion and to a 
certain extent conflict and confusion. 


Congressman Peralta would therefore 
make it a duty of the President to ap- 
prove or disapprove the program sub- 
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mitted by the Council. If approved, it 
would then be studied by a Joint Com- 
mittee of Congress on Economic Plan- 
ning, which would in turn make proper 
recommendations to Congress. He would 
truly make the Council the overall for- 
mulator of economic policies. 


In this respect, Secretary Aytona ap- 
parently disagrees with Congressman 
Peralta. The former maintained that he 
could not “see better mechanism for 
coordinating and crystallizing the dif- 
ferent policy facets that must be con- 
sidered before a decision is reached 
than the Fiscal Policy Council.” In the 
Fiscal Policy Council, he pointed out, 
elements variously concerned with gen- 
eral economic, fiscal, and monetary poli- 
cies are all brought in one forum, to- 
gether with the Chief Executive. Secre- 
tary Dominador R. Aytona, who pre- 
pared “The Budget Commission, Fin- 
ance, and Economic Planning,” was the 
chairman of the Government Survey 
and Reorganization Commisison created 
in 1954. He has had an outstanding 
record as Commissioner of the Budget, 
and, currently, as Secretary of Finance. 
He is concurrently Chairman of the 
Monetary Board of the Central Bank. 
In relating fiscal planning to over-all 
planning, Aytona maintained that the 
Five Year Fiscal plan prepared by the 
Fiscal Policy Council is not a rival or 
an alternative to the NEC Five Year 
Economic and Social Development plan. 
Rather the Fiscal plan is merely a trans- 
lation of the responsibilities of the pub- 
lic sector as defined in the NEC plan. 


“The Central Bank and Economic 
Planning” was discussed by Miguel Cua- 
derno, Sr. who has seen through prac- 
tically the entire period in which plan- 
ning for economic development has been 
attempted by the Philippines since in- 
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dependence, first as Secretary of Finance 
and later as Governor of the Central 
Bank. Governor Cuaderno states that 
the Central Bank is directly responsible 
for planning in the fields of money, 
banking, credit and foreign exchange to 
the end that orderly development at a 
self-sustaining pace can be possible in 
an environment of internal stability and 
external balance. Its supervision over 
the banking system and its power of 
quantitative and qualitative control of 
money enables it to influence the volume 
and flow of credit towards desirable sec- 
tors and away from less essential fields. 
Governor Cuaderno believes that the 
NEC should be the highest economic 
planning body in the country and that 
the Budget Commission and the Cen- 
tral Bank should cooperate with it. But, 
he added, monetary and fiscal authori- 
ties must first be given the opportunity 
of presenting their views as a basis of 
policy formulation in their respective 
areas. 


Mr. Gregorio S. Licaros who is cur- 
rently the Chairman of the Board of 
Governors of the Development Bank of 
the Philippines and at the same time 
member of the NEC, delved on “The 
Banking System and Economic Plan- 
ning.” He showed the role of the bank- 
ing institutions in providing credit faci- 
lities to the agricultural, commercial and 
industrial sectors of the economy, with 
special emphasis to the role of the De- 
velopment Bank of the Philippines. Ac- 
cording to him, the said bank has fol- 
lowed the NEC program of industrial 
priorities. 


Mr. Leonides S. Virata, Vice-Chairman 
of the Investment Committee of the 
Philippine-American Life Insurance 
Company and a former member of the 
Monetary Board of the Central Bank, 
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wrote “Private Enterprise and Econo- 
mic Planning.” Although the present 
practices related to the management of 
the economy have given the private 
sector a lot of dissatisfactions, Mr. Vi- 
rata does not advocate the abolition of 
economic planning. He suggests, how- 
ever, remedial measures in respect to 
the approach, emphasis, magnitude and 
manner of execution. In this connection, 
he believes that the “discordance, lack 
of synchronization, conflicts, imbalances, 
impulsiveness, lack of stability or order- 
ly change whether in policies or imple- 
mentation of policies might be dimin- 
ished if there were a centralized or joint 
staff serving all the authorities and agen- 
cies of the government concerned with 
the determination of policies and their 
execution.” The staff shall have the duty 
of formulating over-all plans, recom- 
mending policies that would translate 
them into action, and evaluating the 
result and undertaking necessary revi- 
sions. He also proposed that appropriate 
incentives for the private sector be ex- 
tended, including the reduction of the 
cost of investment through the establish- 
ment by the government of necessary 
social overhead projects. Mr. Virata’s 
other suggestions that will affect the 
private sector are the provision of the 
basic conditions for an orderly econo- 
mic life such as the maintenance of 
general monetary stability and currency 
devaluation, which incidentally is al- 
ready a reality with the advent of de- 
control. 


Dr. Salvador Araneta contributed the 
chapter, “The Planning, Approval and 
Implementation of Economic Policy.” 
Dr. Araneta, now President of the Ara- 
neta University and executive in a num- 
ber of other business enterprises, was 
formerly chairman of the Office of Eco- 


nomic Coordination, Secretary of the De- 
partment of Agriculture and Natural 
Resources, and member of the NEC. 
His natural interest in the field of eco- 
nomics is manifested by his authorship 
of Economic Reexamination of the 
Philippines, 1953 and Christian De- 
mocracy. Dr. Araneta observes that 
economic planning must be supported 
with proper economic policies. It is ap- 
parent that he construes economic plan- 
ning in the narrower sense of a set of 
objectives with policies being the means 
to attain these objectives. He believes 
that in a free enterprise economy it is 
necessary to provide inducements or 
controls in order to “push private ini- 
tiative to attain certain objectives.” Dr. 
Araneta would have Congress approve 
these policies but not necessarily every 
item of the economic plans. In connec- 
tion with the implementation of the 
programs and policies, he believes that 
this responsibility belongs to the Presi- 
dent under his constitutional powers al- 
though he could delegate part of this 
authority to the Chairman of the NEC 
who could act as his Executive Secretary 
for the implementation of important 
economic policies. In a supplementary 
comment, Dr. Araneta shares the views 
of a number of the speakers that the 
Council as the main planning agency 
can only be as effective as the President 
can make it. 


Dr. Locsin, Chairman of the National 
Economic Council, joined most of the 
authors in believing “that the effective- 
ness of economic planning in our coun- 
try depends to a considerable degree 
on the President of the Republic.” But 
he unwittingly provided in almost the 
same breath the explanation to the 
President’s attitude of non-committal 
to the Three Year Plan when he re- 
ferred to Madison’s view “that a demo- 
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cratic government must essentially dis- 
perse power and authority among as 
many groups as possible in order to 
function properly.” The acceptance of 
the NEC plan would have virtually 
made this agency the highest economic 
policy making body which the monetary 
and fiscal policy makers could not pos- 
sibly swallow. Since in practice the Cen- 
tral Bank and the Budget Commission 
cannot be stopped from continuing to 
operate independently of the NEC, the 
Chairman in what sounds like a sweet 
lemon mechanism type of mental ad- 
justment stated: 


The dispersed nature of econo- 
mic decisions has not worked out 
to our disadvantage. The economy 
is growing; it is not stagnating or 
regressing. Economic organizations 
and leadership cannot be apart 
from the social milieu in which they 
are brought forth. The Filipino in- 
clination for the round-about deci- 
sion and our adherence to a _ poli- 
tical idea that presupposes many 
authorities have done much to limit 
the simplicity and effectiveness of 
our organizations and leaders. Per- 
haps this is the essence of demo- 
cracy. 


Prof. R.S. Milne, editor of the volume, 


in one of three other chapters added 
to round out the study observed: 


The conclusion is pessimistic. 
There is little agreement on which 
plans can be based, and democracy 
in the Philippines with its emphasis 
on checks and balances, its weak 
parties, and its insistence on the cry 
of ‘free enterprise’ is an especially 
unpromising soil for planning. 

Yet, notwithstanding the shortcom- 
ings of the planning mechanism, the 
Philippine record when assessed against 
the four general objectives of develop- 
ment policy is fair enough. Perhaps, the 


study has brought this fact out. These 
objectives, according to Tinbergen, are: 


1. To create the general conditions 
favorable to development; 


bo 


. To acquaint the government it- 
self, the business community and 
the public generally with the po- 
tentialities and advantages of de- 
velopment; 


38. To make a number of invest- 
ments, usually of the basic type; 
and 


4. To take measures designed to 
facilitate and to stimulate _pri- 
vate activity and investment. 

It is well known that policy and ac- 
tion have been directed, if inadequate- 
ly, towards all these objectives. In the 
physical sense, stability, as a necessary 
condition to development, has _ been 
maintained; a generally satisfactory state 
of peace and order has existed which 
assures the security of persons and pro- 
perty. 

In the economic sense, the country 
has maintained monetary and general 
economic stability. The government 
through its surveys and publications 
covering every aspect of economic in- 
formation has kept business informed 
of business opportunities. The govern- 
ment has made ample investments in 
transportation and communications, po- 
wer and irrigation; it has expanded and 
improved the physical infra-structure 
for development, and has rendered agri- 
cultural extension services and has 
trained the labor force for the skills 
needed by industry. The government has 
provided incentives such as the tax ex- 
emption law, gold subsidy and at one 
time, price support for rice and corn, 
import control, and credit and dollar 
allocation on a selective basis. Perhaps 
the machinery for planning is not too 
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well defined, but if we go by the re- 
sults, can it not be said that progress 
has been achieved not in spite of gov- 
ernment but because of it? 


Of course, the evolutionary rate at 
which development has proceeded can 
be made revolutionary. And it is sub- 
mitted that the alternative is not dicta- 
torship but positive leadership—leader- 
ship in working out an over-all and 
consistent plan, in getting it formally 


adopted as an instrument of national 
policy, and in having it observed as 
faithfully as possible by all agencies 
working in coordination, except when 
unusual circumstances will justify a dif- 
ferent course. If Planning for Progress 
has not succeeded in achieving any- 
thing but to show the need for such 
leadership in the management of the 
economy, it has contributed enough to 
the cause of planning in the less deve- 
loped democratic countries. 
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Improvement of Procedures and Systems 


By ARSENIO P. TALINGDAN 


IBM Coordinator and Management Analyst 
University of the Philippines 


A review of Management by System. By Richard F. Neuschel. (New York, Toronto, Lon- 
don: McGraw Hill Book Company, Inc., Second edition, 1960). Pp. vii, 359. 





HE SUCCESS of any government 

or business enterprise is attributable 
to several factors. One of them is ef- 
fective procedures and systems. In his 
book, Management by System, Mr. Ri- 
chard Neuschel describes the role and 
functions of procedures and systems. He 
defines procedure as “a sequence of 
clerical operations, usually involving 
several people in one or more depart- 
ments, established to ensure uniform 
handling of a recurring transaction of 
the business.” System is viewed as a net- 
work of related procedures. 


Management by System discusses 
procedures improvement work in the 
light of modern trends and develop- 
ments. The book is complete as a text. 
For both students and practitioners in 
business and public administration, this 
is an excellent guide and reference. This 
book was first published in 1950 under 
the title Streamlining Business Proce- 
dures. Since the systems and procedures 
function has grown greatly in size, 
scope and acceptance, the second edi- 
tion was necessary to keep pace with 
new developments. The revision con- 
tains three chapters dealing on the ap- 
proach to the development of an inte- 
grated system of management reports, 


the method of carrying out an electronic 
computer feasibility study, and the de- 
velopment and application of integrated 
data processing. In addition to these 
new chapters, most of the material ap- 
pearing in the first edition has beer 
revised and supplemented to reflect the 
growth in significance of the systems 
and procedures function. 


The author has designed the book 
for three types of readers. First is top 
management which must initiate proce- 
dures development and improvement 
programs in their respective entities. 
The executive or the manager should 
not only know the nature of procedures, 
but should understand what procedures 
can do for top management. The for- 
mulation and continuous reappraisal of 
major plans and policies are well-recog- 
nized top management responsibilities. 
Their implementation, however, requires 
the careful development and installation 
of procedures that will ensure timely 
and effective execution. The exercise of 
control to ensure the achievement of 
objectives and plans is another tradi- 
tional responsibility of top manage- 
ment. Here, procedures specify the form, 
substance and frequency of informa- 
tion essential to the exercise of this 
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control; they also provide the channels 
through which it flows to top manage- 
ment. The third function of procedures 
is that of facilitating coordination of 
effort among the different groups and 
units of the enterprise. 


The second group of readers are the 
operating officials of the organization. 
Regardless of the function or activity— 
whether it be order processing, account- 
ing, purchasing or production—the oper- 
ating official or supervisor has to deter- 
mine the procedures and methods by 
which the responsibilities attached to 
his position are best carried out. This 
book tells how effective procedures can 
facilitate the supervisor’s job. 


The third group to which this book 
is directed are the staff specialists— 
management analyst, systems analyst, 
methods examiner, organization analyst, 
and others—who are engaged in sys- 
tems analysis and development. In the 
United States, this group has grown 
rapidly in number and its function has 
been given formal recognition in the 
American business and government set- 
ups. In the Philippines, government and 
industry have not fully utilized the 
services of these technical men. To those 
who are already engaged in systems 
work and to those who intend to join 
this group, this book discusses funda- 
mental and practical approaches to the 
development, installation and adminis- 
tration of a procedures improvement 
project. 


Three of the four parts of the book 
are devoted to topics which are useful 
and interesting to systems analysts. Part 
2 includes discussions on the barriers 
to procedures improvement; organizing 
a procedures staff; gaining acceptance 
and administering the program. Part 3 


is devoted exclusively to procedures 





survey and analysis. The development 
and application of integrated data pro- 
cessing is discussed in two chapters. 
The importance of project planning is 
underscored. The author believes “that 
increased time and thought spent on 
these initial steps will be repaid several 
fold in faster, more effective perform- 
ance and in a higher percentage of re- 
commendations acted upon favorably.” 
To him, the characteristics of a good 
project plan are that it specifies clearly 
(1) what is to be done, (2) how it is 
to be done, (3) who will do it, and 
(4) when it is to be done. 


Part 4 is on the techniques of pres- 
enting, selling and installing recom- 
mendations. This is the critical point 
in every management improvement pro- 
ject for the value of a procedures staff 
is judged not by the number or quality 
of the recommendations it develops but 
by the number and importance of the 
constructive changes made as a result 
of its work. The systems analyst must 
think of the strategy of gaining accept- 
ance and inducing action. He must 
therefore present his recommendations 
“in terms of the interests, knowledge, 
and receptivity of his audience.” 


Management by system plays a very 
important role in promoting economy 
and efficiency in the conduct of govern- 
mental and business functions. How 
well procedures and systems of an en- 
terprise are designed will have a very 
real impact on operating cost, produc- 
tion output, quality of service and over- 
all effectiveness. Soundly conceived and 
continuously adapted, they will do much 
to ensure the “systematic ordering of 
operations.” Haphazardly developed and 
permitted to grow unattended, they will 
produce only waste, confusion and de- 
lay. 
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New Delhi Seminar on Democracy 


“South and Southeast Asia Has a 
Second Look at Democracy” is the 
theme of the seminar sponsored by the 
Congress for Cultural Freedom in con- 
junction with the Indian Institute of Pub- 
lic Administration, to be held at New 
Delhi from February 1 to 8, 1961. This 
is the second of a series of seminars 
dealing with the experience of new 
states in the area during the post-war 
period and since their liberation from 
colonial rule. 


Outstanding individuals from thirteen 
states have been invited to participate 
in the seminar. Each will submit a 
paper on the factors behind the changes 
in fact or in idea since independence. 
Invited to represent the Philippines in 
this seminar are Senator Lorenzo Sumu- 
long and former Foreign Affairs Secret- 
ary Raul Manglapus. Dr. Abelardo G. 
Samonte, associate professor and acting 
chief of research of the Institute, has 
prepared the background paper on the 
Philippines. 


British Official to Give Lectures 


An eminent British official and scholar 
will give a series of lectures about the 
United Kingdom’s civil service and ad- 
ministrative system in Manila from Feb- 


ruary 6 to 9. Director Raymond A. 
Nottage of the Royal Institute of Public 
Administration will conduct the lectures 
at the invitation of the Institute of Pub- 
lic Administration, University of the 
Philippines, with the cooperation of the 
British embassy in Manila. 


The lectures, to be sponsored by dif- 
ferent organizations, will be on _ the 
following topics: “The British Civil 
Service System,” Coordinating Commit- 
tee on Public Administration in the 
Philippines; “The Government Corpora- 
tion in Great Britain,” Office of Eco- 
nomic Coordination; “The Role of the 
Administrative Class,” Manila Lions 
Club, and “Staff Development in the 
British Civil Service,’ IPA, U.P. 


Mr. Nottage was a member of the 
British Executive Council of Civil Serv- 
ants and editor of the journal Civil 
Service Opinion. He has lectured on 
various aspects of administration in 
many parts of the world, notably in 
Puerto Rico and in American universi- 
ties. He has written many articles in 
learned journals and broadcasts about 
government frequently. 


Third Country BTOC Starts At IPA 


The Basic Training Officers Course for 
Regional Training Participants, a joint 
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program of the Institute of Public Ad- 
ministration and the Civil Service Com- 
mission, started last January 9 at the 
IPA. Financed by the Asian Economic 
Development Fund, the course aims to 
prepare officials from the Southeast 
Asian region to become training officers 
in their respective agencies. 


The participants will be conferred 
certificates upon successful completion 
of the course, but will not receive 
degree credit. Training will cover twelve 
weeks from January 9 to March 31, 
1961. 


The participants in the program are: 


Indonesia 


1. Mr. Adi Achmad, official, Ministry 

of Home Affairs. 
Viet-Nam 

1. Mr. Le Thei Binh, administrator as- 
sistant, Office of the Presidency. 

2. Mr. Nguyen Van Nghia, chief of 
Documentation and Filing, Office 
of the Presidency. 

3. Mr. Buu Dich, head of the Admin- 
istration Section, National Insti- 
tute of Administration. 

4. Mr. Pham Hoang Thanh, head of 


Personnel Office, Direction Gen- 
eral of Reconstruction. 


Philippines 


1. Mrs. Fredesvinda Guerzon-Alzona, 
stenographer, Electoral Tribunal, 
House of Representatives, Con- 
gress of the Philippines. 


2. Miss Zenaida de Leon, training of- 
ficer, Department of Health. 


3. Mrs. Lourdes Gutierrez, training 
officer, National Media Produc- 
tion Center. 

Observers during the orientation week 
included H.C. Thorpe and H. Douwes, 
UN technical advisors, and Francis X. 
McCarthy and Daniel Putnam, ICA 
public administration advisors. 





Others who attended the orientation 
phase were B. Mahinay of the Philip- 
pine International Friendship Organiza- 
tion and two new IPA students, Julius 
Taher of Indonesia and Vichit Piyarom 
of Thailand. 


Survey of Training Facilities 
in the Philippines 


A project being undertaken by the 
IPA for the United States Operations 
Mission (USOM) to the Philippines is 
the survey of training facilities in the 
Philippines for ICA third-country parti- 
cipants. Purpose of the survey is “to 
give complete and detailed information 
about training programs in various fields 
in this country which could be availed 
of by participants from foreign coun- 
tries (Third Country Participants). 
Considering that the Philippines is one 
of the major training centers in the 
Asian Region, the results of the survey 
will be of considerable value in the 
planning of study and training programs 
for foreign participants by their home 
governments as well as by the different 
ICA missions.” 


A brochure will be published as a re- 
sult of the survey. The project began 
last December 16, 1960 and will be 
finished by June 15, 1961. It covers ap- 
proximately 200 government and private 
institutions, 115 of which have conduct- 
ed training programs for foreign parti- 
cipants. 


The planning and preparatory stage 
of the survey is finished and personal 
interviews are scheduled to start on 
February 1. 


Handling the project are Dr. Gregorio 
A. Francisco, Jr., project supervisor; 
survey 


Romualdo B. Tadena, senior 
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analyst, and Jose C. Gatchalian, Jr., 
Proceso G. Ramos, and Liberato A. de 
Veyra, survey staff members. 


State of the Nation Address 


President Carlos P. Garcia laid stress 
on several aspects of the nation’s eco- 
nomic development in his state of the 
nation address to Congress last January 
23. He cited the progress of the decon- 
trol program, the increasing value of 
the peso and other phases of agricul- 
tural and industrial development as 
among the achievements of the Nacio- 
nalista administration. The President 
covered a wide ground of public policy 
and reiterated his proposals last year 
to amend the Constitution. 


The fourth regular session of the 
Fourth Congress opened in the morn- 
ing with several notable absences. Sen- 
ator Claro M. Recto’s death leaves the 
upper chamber with 23 members, while 
the election or appointment of seven 
Representatives to other government of- 
fices and the suspension of Representa- 
tive Sergio Osmena, Jr. (Ind., Cebu) 
have left the lower house with but 94 
members. 


Among the measures recommended 
were: 


1. Reexamination of authorized ex- 
emptions from the margin levy 
in approaching the stage of full 
decontrol. 


2. Establishment of a Deep Sea Fish- 
ing Administration to encourage 
the private sector into the deve- 
lopment of this area. 


3. Amendment of the charter of the 
National Shipyards and Steel 
Corporation (NASSCO) to allow 
for wider private participation 
in the integrated steel plants 
(Iligan) project. 


| 


4. Revision of the new Civil Service 
Act to eliminate provisions “ap- 
parently inconsistent with the 
Constitution” and those which 
are “vague or uncertain.” 

5. Repeal of the Barter Trade Law. 


6. Relaxation of restrictive provisions 
in the mining, petroleum, and 
corporation laws to encourage 
these industries. 


7. Establishment of an agency to cen- 
tralize the implementation of 
measures intended to increase 
Filipinos’ share in economic acti- 
vities. 

8. Abolition of the Anti-Dummy Board 
and transfer of its functions to 
the Department of Justice. 

9. A law setting a partnership plan 
among national and local govern- 
ments in financing public _pri- 
mary and secondary education. 

10. Revision of the Tariff and Cus- 
toms Code to conform with the 
conditions brought about by the 
decontrol program and external 
trade and to provide for a scheme 
of automatic retention of local 
governments’ share in the na- 
tional taxes. 

11. Grant of more power to the Presi- 
dential Assistant on Community 
Development. 

12. Modernization of the tax system by 

doing away with regressive taxes 

and by devising a more equitable 
distribution of the tax burden 
based on capacity to pay. 


House Majority Floorleader Jose M. 
Aldeguer announced that the Lower 
House would pass within the first two 
weeks of the session 15 bills vital to 
social and economic development. Some 
of these bills were referred to speci- 
fically in the President’s message. 


Convention of the United Opposition 


The United Opposition chose Vice- 
President Diosdado Macapagal, (LP, 
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Pampanga) and former Senator Em- 
manuel Pelaez (GA, Misamis Oriental ) 
as its standard-bearers in the coming 
presidential elections at a convention 
held at the Sta. Ana Cabaret in Ma- 
kati, Rizal, last January 21. 


To avoid a party split, Senator Fer- 
dinand Marcos (LP, Ilocos Norte), a 
strong contender for nomination to the 
top post candidacy of the Liberal Party, 
withdrew and nominated his rival, Ma- 
capagal, instead. Marcos is slated to be 
the Opposition’s campaign general man- 
ager and the LP president in 1962. 


Rep. Sergio Osmenia, Jr. (Ind., Cebu), 
who is not an official member of the 
United Opposition, lost his bid for its 
vice-presidential nomination in the con- 
vention. It is speculated that he will 
team up with Senate and NP President 
Eulogio B. Rodriguez, Sr., who is chal- 
lenging President Garcia’s bid for the 
Nacionalista nomination. Rep. Osmeja, 
Jr., did not attend the Opposition’s 
convention. 


The Liberal Party, the Progressive 
Party of the Philippines and the Grand 
Alliance had coalesced to form the 
United Opposition. 


PAL Investigation 


The Senate Committee on Transporta- 
tion and Public Services, headed by 
Senator Lorenzo M. Tafiada, opened its 
hearings last January 3 on the tragic 
air accidents on Mt. Baco, Mindoro and 
in Cebu City late last year. Sixty-one 
lives had been lost in two crashes just 
29 days apart. Two Philippine Air Lines 
passenger planes figured in the acci- 
dents. 


It was reported that the investigation 
has revealed, among other things: 


a) the sad state of the files and rec- 
ords of the Civil Aeronautics 
Administration, 


b) the lack of funds and personnel 
of the Civil Aeronautics Board 
and its consequent failure to dis- 
charge its functions properly, 
and 

c) that the apparent monopoly of 
domestic air transportation by 
PAL was due to the failure of 
other authorized air companies 
to operate. 


Col. Andres Soriano, PAL president, 
is scheduled to testify next month. 
Meanwhile, the Senate transportation 
committee has requested the manage- 
ment of PAL to allow committee au- 
ditors to go through the PAL books of 
accounts and other records. The govern- 
ment owns a majority of PAL stocks. 


Second Annual Report 
of the Tax Commission 


The Joint Legislative-Executive Tax 
Commission will submit its second an- 
nual report to the President and the 
heads of both Houses of Congress offi- 
cially on February Ist. A companion 
piece to the 57-page report is a separate 
volume of proposed tax bills entitled 
Appendices. The report has summaries 
of these proposals in its section on re- 
commendations. 


The report says in its “Introduction”: 


Particular attention has been giv- 
en to the immediate need for revis- 
ing the present tariff and customs 
code in the face of the government 
program to achieve complete eco- 
nomic decontrol and thus free pri- 
vate enterprise within a reasonable 
time. 


Emphasis has also been placed 
on the need to bolster the finances 
of local governments. It has long 
been noted that causes of rural po- 
verty include, among others, the 
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over-dependence of local govern- 
ments upon the central government. 
Measures that would provide subs- 
tance to the autonomy of local gov- 
ernments, encourage initiative and 
industry among local officials, and 
induce the rural communities to 
participate more actively in the na- 
tional economic effort, would create 
a new driving force for economic 
development. 


The specific legislative proposals in- 
clude the following: (1) enactment of 
a real property tax code; (2) revision 
of the allotment system of national re- 
venue collections and transfer of cer- 
tain taxes to local governments; (3) au- 
tomatic retention by local governments 
of their share of national taxes; (4) sus- 
pension of the tax on capital gains; 
(5) tax on idle lands; (6) limiting tax 
practice to lawyers, certified public ac- 
countants and other persons under cer- 
tain conditions. 


“All these proposals,” the report de- 
clares, “have been geared toward the 
accomplishment of the twin objectives 
of revenue-raising and growth-engen- 
dering; and have been put into shape, 
bearing in mind the time-honored cri- 
teria of yield, equity, simplicity and 
certainty of enforcement.” 


Created by law to study and suggest 
steps to improve the tax system of the 
country, the Commission is barely two 
years old (See “News and Notes,” PJPA, 
Vol. II, No.2). 


EROPA Developments 


The EROPA first general assembly 
was cited in the state of the nation ad- 
dress of President Carlos P. Garcia last 


January 23. The President lauded the 
increasing appreciation for progressive 
management in the Philippines which, 
he said, “was climaxed recently by our 


sponsorship of the first general assembly 
of the Eastern Regional Organization 
for Public Administration” (EROPA). 


Held in Manila from December 5 to 
10, 1960, the assembly decided that the 
next regular meeting of the Executive 
Council shall be held in Tokyo with 
Japan as host country in October or 
November, 1961. The ten-day meeting 
of the Council will coincide with the 
holding of a seminar under the spon- 
sorship of the EROPA. “Urban Admin- 
istration and Economic and Social De- 
velopment” is the seminar theme. It 
will be subdivided into three agenda 
subjects with the Country Rapporteurs 
as follows: (1) “Metropolitan Admin- 
istration” (Australia); (2) ‘Citizens’ 
Participation in Urban Government” 
(India), and (3) “Government (Cen- 
tral and Local) Support for Economic 
and Social Development” (Japan). This 
last agenda subject is tentative. The 
final agenda subject will be decided by 
the Japanese authorities in the near 
future. 


In attendance at the assembly were 
delegates and observers from Austra- 
lia, Republic of China, Indonesia, Japan, 
Republic of Korea, Federation of Ma- 
laya, Pakistan, Philippines and the Re- 
public of Viet-Nam. Also present were 
some Group Members and also observers 
from different international bodies and 
national institutions abroad as well as 
national organizations and government 
agencies of the Philippines. 


The EROPA became legally a duly 
organized international body on the 5th 
of December 1960 with the formal en- 
trance of Japan as the fifth State Mem- 
ber to the organization. Japan’s en- 
trance fulfilled the required five mem- 
ber-states to make effective the EROPA 
Constitution. 
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The leader of the Philippine delega- 
tion, Hon. Serafin Salvador, Acting Sec- 
retary of the Department of General 
Services was elected Chairman of the 
Assembly. The Australian delegate, Mr. 
Donald Crawford of the Embassy of Aus- 
tralia in Manila was elected Vice-Chair- 
man. The Chairman of the Provisional 
Executive Council served as the Rap- 
porteur General of the Assembly. 


The General Assembly devoted the 
major portion of its work to the dis- 
cussion of the theme “Strengthening 
the Local Administration for Economic 
and Social Development.” The Assem- 
bly divided itself into three working 
groups under the leadership of the res- 
pective country rapporteurs to discuss 
the following subtopics: (1) Central 
Services to Local Government, (2) Prob- 
lems of Local Autonomy, and (3) Gov- 
ernment Administration of Rural Deve- 
lopment. 


Important decisions of the Assembly 
were embodied in the following amend- 
ments to the EROPA Constitution: 


1. The Executive Council shall be 
composed of seven members to 
be elected by the General As- 
sembly. The Officers of the Coun- 
cil shall be chosen by the Coun- 
cil itself. Such officers shall con- 
sist of a Chairman and two Vice- 
Chairmen of the Council (Article 
13, par. 3). 


2. No more than two of the seven 
members of the Executive Coun- 
cil shall be elected from amongst 
the group members. An amend- 
ment adopted was the deletion 
from an original provision (Arti- 
cle 14) of the clause, “No group 
or individual-member shall be 
elected Chairman or Vice-Chair- 
man of the Council.” 

This amendment will strength- 
en the EROPA because the As- 


sembly gave recognition to, and 
incentive for, professionalization 
in the Organization. 


3. The principle that “the members 
of the Executive Council must 
act in an individual capacity in 
the interest of the EROPA” ( Art- 
icle 13, par. 4) was recognized. 


4. A state invited to the Regional Con- 
ference on Public Administra- 
tion held in the Philippines in 
June 1958 may become a State 
Member, simply by notifying 
the Secretary General in Manila, 
before the opening of the Sec- 
ond General Assembly in 1962. 
Thereafter, admission of a State 
Member shall be by two-thirds 
majority of the General Assem- 
bly present and voting and upon 
recommendation of the Execu- 
tive Council. Admission of Group 
or Individual Members shall be 
by the decision of the Executive 
Council. 


The officials of the Organization elect- 
ed by the Assembly are as follows: 


A Council Member to be appointed 
by the government of Australia to re- 
present Australia; Dr. Franklin Chi 
Ch’ing Yao for the Republic of China; 
a Council Member to be appointed by 
the government of Japan to represent 
Japan; Hon. Serafin Salvador for the 
Philippines; and Rector Vu Quoc Thong 
for the Republic of Viet-Nam. 


The Group Members are Prof. V.K.N. 
Menon of the Indian Institute of Public 
Administration and Prof. Dr. Mr. Prajudi 
Atmosudirjo of the Indonesian National 
Institute of Administration. 


Prof. Carlos P. Ramos, Director of 
the Institute of Public Administration 
of the University of the Philippines was 
elected Secretary General. Dr. Shou 
Sheng Hsueh of the University of Hong- 
kong was elected Commissioner of 
Audit. 
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Voted Chairman of the Executive 
Council was Hon. Serafin Salvador. For 
the two Vice-Chairmen, Rector Vu Quoc 
Thong of the Republic of Viet-Nam and 
a representative to be appointed by the 
government of Japan were chosen. 


At a special meeting of the Provi- 
sional Executive Council on the 10th 
of December 1960 in Manila, the fol- 
lowing applications for individual and 
group members in the EROPA were 
approved: 


Mr. Reikeichi Kojima, Director of 
Research, Japan Association of City Ma- 
yors; and the Director, Tokyo Insti- 
tute for Municipal Research as Indivi- 
dual Member and the Confederation 
of Government Employees Organiza- 
tion of the Philippines, Manila as Group 
Member. 


Other future programmes and _pro- 
jects will be considered at the meet- 
ing of the Executive Council in 1961. 


It was decided that the closest rela- 
tionships should be established with the 
International Institute of Administrative 
Sciences (IIAS) and the International 
Union of Local Authorities (IULA), 
and other international bodies, although 
it was deemed early to consider defi- 
nite schemes of organizational relation- 
ships. This matter shall be taken into 
account during the meeting of the Exe- 
cutive Council next year. 


It was also decided that the pay- 
ments of the subscription fees by the 
members of the Organization shall be 
on the basis of the full rate for any 
particular year, irrespective of the date 
of entrance to the EROPA. The follow- 
ing are the minimum subscription rates, 
as decided in the meeting of the Provi- 
sional Executive Council in Hongkong 
on 15-19 December 1959. 


1. State Members .... U.S.$1,125.00 
2. Group Members ... U.S.$ 25.00 
3. Individual Members U.S.$ — 2.50 


Public Administration Week Activities 


Government professional organizations 
joined hands in leading the country in 
the day-to-day activities of Public Ad- 
ministration Week last December 4 to 
10. The celebration coincided with the 
first general assembly of the EROPA in 
Manila. The week-long program was as 
follows: 


December 4: Chief Justice Ricardo 
Paras, gave the keynote address on 
“Morality in Public Service” in a morn- 
ing program held at the Rizal Hall 
Little Theatre under the auspices of the 
Society for Public Administation of the 
Philippines (SPAP). 


The Society for the Advancement of 
Management in the Philippine Govern- 
ment (SAMPG) sponsored a luncheon 
program on the theme “Scientific Man- 
agement in Public Administration: A Vi- 
tal Need.” Cesar H. Concio, president 
of the Philippine Council of Manage- 
ment and vice-president of the Indo- 
Pacific Council of the International 
Council of Scientific Management (IPC- 
CIOS) was the guest speaker. 


December 5: “Ethics in Government 
Service” was the subject of a convoca- 
tion conducted by the Personnel Officers 
Association of the Philippines (POAP). 
The principal speaker was Simeon M. 
Gopengco, Government Corporate Coun- 
sel. 


December 6: Senator Gil J. Puyat 
proposed some solutions to the problems 
of Philippine fiscal administration in 
his speech during the program spon- 
sored by the Government Training Offi- 
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cers Association of the Philippines, Inc. 
(GTOAP) at the U.P. Little Theatre. 


December 7: The Confederation of 
Records Management Associations of 
the Philippines (CORMAP) presented 
exhibits and documentary films and a 
series of lectures on the three phases of 
records management. Principal speaker 
during this seminar was Senator Fran- 
cisco “Soc” Rodrigo. 


“Reappraising Approaches for Effec- 
tive Public Administration” was the 
subject of three-minute talks by Dr. 
Abelardo G. Samonte and Mr. Honesto 
Mendoza of the IPA faculty and staff, 
and Lorenzo Timbol and Jose Rica- 
frente, students, during an IPA Student 
Government-sponsored program aired 
over DZFM. 


December 8: Secretary Serafin Salva- 
dor analyzed the strengths and weak- 
nesses of the Philippine Council of Ad- 
ministrative Management (CAM), the 
top body responsible for following up 
the work of a national reorganization 
commission which terminated several 
years ago. Occasion for the talk was the 
afternoon program sponsored by the 
Management Service of the Budget 
Commission. 


Another radio program was spon- 
sored by the IPA Alumni Association. 
Senator Ambrosio Padilla spoke on “In- 
tegrity in the Public Service” with gra- 
duates and professors of the Institute 
composing the panel of interrogators. 


December 9: “A Bold Approach to 
Efficiency in the Philippine Public Serv- 
ice” was the theme of a symposium- 
forum held at the GSIS Hall. Sponsored 
by the Presidential Committee on Ad- 
ministrative Performance Efficiency (PC- 
APE), the morning convocation featured 


Justice Buenaventura Ocampo, Finance 
Secretary Dominador Aytona, U.P. Pres- 
ident Vicente G. Sinco, General Pelagio 
Cruz and Speaker Daniel Z. Romualdez, 
who spoke on several aspects of the 
topic. 


December 10: Filemon Rodriguez, 
President of the IPCCIOS and vice-pres- 
ident of the International Council of 
Scientific Management (CIOS) spoke at 
the final program held at the Philip- 
pine Columbian at noon. Sponsoring 
this session was the Coordinating Com- 
mittee on Public Administration Week 
composed of the following organization 
presidents: Secretary Serafin Salvador, 
SPAP, as chairman; Ruperto Eliseo, SA- 
MPG, as vice-chairman; and as mem- 
bers,. Bernardo Cas. Monzon, POAP; 
Jose S. Relunia, GTOAP; Romulo Mar. 
Adeva, CORMAP; and Domingo Gar- 
cia, National Association of Public Rela- 
tions Officers of the Philippines. 


First Civil Service Regional Office 


The first regional office of the Civil 
Service Commission to be established 
in Cebu, will be inaugurated February 
8. Ceremonies have been scheduled in 
the afternoon at the provincial capitol. 
Main speakers during the opening pro- 
gram will be Commissioner A. del Ro- 
sario, Governor Jose Briones of Cebu 
and Cebu City Mayor Carlos Cuizon. 
The Commissioner will also install the 
new regional director, Atty. Prisco Bitos, 
a native of Cebu and formerly an exe- 
cutive of the Commission. 


The Cebu regional office is a pilot 
project of the Commission. It will serve 
five provinces .and five cities in the re- 
gion. This initial undertaking, if found 
successful, will lead to the opening of 
other regional offices as provided for in 
the Revised Civil Service Act of 1959. 














IPA Director Speaks 
at MAP Meeting 


Director Carlos P. Ramos underscored 
the vital need of well-trained executives 
in the government and said that “the 
government executive plays a vital role 
in the national economy as government 
lays down the policies and assumes the 
responsibility for nation building and 
progress.” 


He was guest speaker at the first 1961 
meeting of the Management Association 
of the Philippines last January 23. He 
emphasized that the problem was com- 
pounded by the failure of the govern- 
ment to attract able and creative talent 
into the civil service. He pointed out 
that politics and change in political ad- 
ministration also create their share of 
the problems in the public service. 


He said that the IPA through the 
help of several offices, has undertaken 
since 1953 training programs for some 
300 training officers in the government. 
The next phase of the program would 
be the training of government execu- 
tives. The plan for executive training 
is nearing completion and only appro- 
priate legislation is needed to put the 
program into operation. The plan en- 
visions a residential training course for 
about 44 top government executives to 
be undertaken for 12 weeks in Baguio 
City or in a site some distance from 
Manila. 


Modernization of the Bureau of Customs 


The Bureau of Customs, with the as- 
sistance of Sycip, Gorres, Velayo and 
Company, a private management con- 
sulting firm, has undertaken a_ project 
to streamline its organization, manage- 
ment and operations. 
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According to the summary report, ini- 
tial efforts have been geared towards 
alleviating the cargo congestion in the 
Port of Manila. As early as August last 
year, immediate measures were adopted 
to speed up the processing of import 
entry papers and these, to some extent, 
have succeeded in facilitating the cargo 
movement in the piers. 


A more comprehensive and thorough 
evaluation of the factors contributing to 
the slow movement of cargo in the Port 
of Manila has been completed. Changes 
will gradually be introduced starting 
March 1, 1961. These changes will cover 
the processing of import entry papers, 
cargo handling, improvement of Port 
facilities and traffic as well. 


CDRC Publications and Projects 


The Community Development and Re- 
search Council has recently put out 
Factors Related to Acceptance or Re- 
jection of Innovations, by Felicidad C. 
Sycip, and Barrio Gacao: A Study of 
Village Ecology and the Schistosomiasis 
Problem by Dr. Richard W. Coller, as- 
sistant professor of Sociology in the 
University of the Philippines. 


Two more projects have been started. 
These are a study of the factors relat- 
ing to acceptance of health innovations 
in a Philippine rural community, by 
Teodora Tiglao, and a study of private 
voluntary organizations in community 
development, by the CDRC staff. 


Case Study Panel-Forum 


A selected group of training officers 
and a panel of IPA professors traded 
thoughts and experiences on the case 
study method and its values in train- 
ing programs in a forum held last 
December 20. 
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The forum was to be part of a larger 
case development program undertaken 
by training officers with the technical 
assistance of the Institute. It was in- 
tended to identify the problems they 
meet in writing and using cases in 
training programs against criteria and 
practical guides offered by authorities 
on the case method. 


PJPA Reorganization 


The Philippine Journal of Public Ad- 
ministration will be published under a 
new editorial board beginning January 
1961. One of the major changes is the 
replacement of a permanent editor with 
an issue editor from among the mem- 
bers of a Board of Editors. The Board 
is composed of Abelardo G. Samonte, 
chairman, and Gregorio A. Francisco, 
Jr., Raul P. de Guzman, Jose D. Sobe- 
rano and Leandro A. Viloria, members. 
Dr. de Guzman was the editor-in-chief 
of the July and October issues last 
year. Dr. Francisco was managing editor 
for July 1960 and was succeeded by Mr. 
Viloria who took over last October. 
Dr. Samonte is the Acting Chief of 
Research and is currently carrying a 
research project on government corpo- 
rations. 


Dr. Soberano, assistant professor and 
research associate of the Institute of 
Public Administration, is this issue’s 
editor. He recently arrived from the 
United States where he was granted a 
Ph.D. degree by the University of Mi- 
chigan. Dr. Soberano is at present un- 
dertaking a research project on Philip- 
pine fiscal administration as a tool of 
economic development. Present manag- 
ing editor is Mr. Viloria, instructor and 
research associate of the Institute, who 
is also the project supervisor of the Joint 





University of Oregon-IPA research un- 
dertaking on technical assistance in pub- 
lic administration. 


IPA Visitors 


The Institute of Public Administra- 
tion was honored by the visits of sev- 
eral distinguished foreign guests this 
quarter. 


Dr. C.N. Vakil, director, UNESCO 
Research Centre in Calcutta, India, 
conferred with social scientists who are 
engaged in research or interested in re- 
search schemes. 


Prof. John Gange, director, Interna- 
tional Studies and Overseas Adminis- 
tration of the University of Oregon, dis- 
cussed with the IPA faculty and staff 
possible joint activities of the Univer- 
sity and the Institute. 


Mr. H.R. Mills, survey director, Tech- 
nical Training in South and Southeast 
Asia, came under the auspices of the 
Colombo Plan in connection with the 
work of collecting data regarding tech- 
nical training facilities in the Philip- 
pines. 


Mr. William Berg, advisor on in-serv- 
ice training in the Indiana Contract 
Group, Thammasat University, in the 
course of his visit compared notes and 
discussed problems of common interest 
with the IPA staff, particularly in re- 
gard to in-service training. 


Profs. O. Fred Peterson and Virgil 
Stevens of Indiana University recently 
assigned to the Indonesian National In- 
stitute of Administration, stopped over 
to explore services and possibilities that 
the IPA could offer to Indonesian parti- 
cipants in the Third Country training 
programs and to review recent develop- 
ments in the IPA research and _in- 
service training activities. 
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New IPA Graduates 


Four students received their Master 
in Public Administration (M.P.A.) and 
two, their Bachelor of Arts in Public 
Administration (B.A.P.A.) in the mid- 
year commencement exercises of the 
University of the Philippines last Nov- 
ember 13, 1960. Receiving the master’s 
degree were Asma Affan (Indonesia), 
Pascual Centeno, Jesus Dizon and Ara- 
nob Kunpatchavon (Thailand). In turn, 
Julian Ballaran and Manuel A. Caoili 
were granted their bachelor’s degree. 


XVth International Congress of 
Local Authorities Held 


*The Tasks of Local Authorities in 


Development Areas” was the main theme 
discussed at the Fifteenth International 
Congress of Local Authorities held in 
Tel Aviv during the latter part of Nov- 
ember, 1960. The topic was divided into 





three main parts: (a) Rural Develop- 
ment; (b) Industrial Development; and 
(c) Social and Cultural Adaptation of 
the Population. To present a balanced 
picture of what is being done and what 
can still be done in these spheres, six 
reporters: three from European coun- 
tries and three from Asian and African 
nations, wrote a national report on each 
of these subjects. 


The Congress was sponsored by the 
International Union of Local Authorities 
(IULA) founded in 1913 in response 
to a clear need for some form of inter- 
national contact between local govern- 
ments and the national-local govern- 
ment associations being established at 
that time in a number of countries. 


The Philippines was represented in 
the Congress by IPA Director Carlos 
P. Ramos. 
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PUBLICATIONS OF THE 
INSTITUTE OF PUBLIC ADMINISTRATION 


A. Studies in Public Administration 


No. 1 Philippine Public Fiscal Administration: 
Readings and Documents, by Odell 
Waldby (1954). 471 pp. (Out of 
print) 

Public Administration in the Philippines, 
by Edwin O. Stene and Associates 
(1955). 415 pp. (Out of print) 
Governmental Services in the Philip- 
pines, by H. B. Jacobini and Associates 
(1956). 640 pp. (P6.00—cloth bound; 
P4.00 paper bound) 

The Bureaucracy in the Philippines, by 
Onofre D. Corpuz (1957). 268 pp. 
(P6.00—cloth bound; ?4.00—paper 
bound) 


Focus on the Barrio, by Jose V. Abueva 
(1959). 527 pp. P10.00—cloth bound) 


Planning for Progress—The Administra- 
tion of Economic Planning in the Phil- 
ippines, by R. Stephen Milne (1960). 
238 pp. (P6.00—paper bound) 


No. 2 


B. Research Publications (Printed) 


The Organization of the Manila Police Depart- 
ment, by Avelino Tendero and M. Ladd 
Thomas (1953). 67 pp. (Out of print) 


Papers in Demography and Public Administra- 
tion, by Amos H. Hawley (1954). 


Handbook for Government  Secretary-Steno- 
grahers, by Dan M. Braum and Ramon C. 
Portugal (1954). 18 pp. (P0.50) 

A Survey of Local Government in the Philip- 
pines, by John H. Romani and M. Ladd 
Thomas (1954). 151 pp. P2.00) 

Philippine Government Receipts and Expendi- 
tures, Fiscal Year 1953, by Leticia P. Pa- 
cis and Odell Waldby (1954). 35. pp. 
(P0.75) 

A Thousand Questions on Supervision in Phil- 
ippine Government, by Dan M. Braum 
(1954). 210 pp. (P2.00) 

The Office of the Philippine President, by John 
H. Romani (1954). 31 pp. (P0.75) 

The Relationship of Local and National Gov- 
ernments in the Philippines, by Lloyd M. 
Short (1955). 72 pp. 

Philippine City Charters, by Roy H. Owsley 
and Associates (1956). 176 pp. (P1.70) 
The Philippine Presidency, by John H. Roma- 

ni (1956). 2387 pp. (P2.40) 

Papers and Proceedings, First National Confer- 
ence of Government Training Officers, edited 
by Jose D. Soberano and Ligaya Jorge 
(1958). 69 pp. 


-C. Journal and Newsletter 


Philippine Journal of Public Administration, In- 
(Published 


stitute of Public Administration, 


quarterly in the months of January, April, 
July and October since 1957). 

Training Officers Newsletter, (Published bi- 
monthly by the In-Service Training Divi- 
sion since January 1959). 


D. Administrative Studies and Reports 
(Mimeographed) 


Reports on Budget Conference, June 7-12, 
21-24, 1954; on Records Management Con- 
ference, Oct. 19-21, Nov. 2-5 and 8-9, 
1954; and on Public Personnel Conference, 
Mar. 8-12 and 22-26, 1954. 


Current Problems in Philippine Public Adminis- 
tration, by the Institute of Public Adminis- 
tration (1954). 99 pp. (Out of print) 

The Office of the Mayor of Manila, by Ven- 
nett M. Raich (1955). 23 pp. 


A Survey of Police Services and Problems in 
the Philippines, by Jeter L. Williamson 
(1955). 49 pp. 

Observations on Various Phases of Local Gov- 
ernment and Local Autonomy in the Phil- 
ippines, by Clarence C. Ludwig (1955), 
49 pp. 

Basic Documentation, Working Papers on Agen- 
da Subjects and Papers and Proceedings, 
Regional Conference on Public Administra- 
tion, 1958. 

Provisional Executive Council Meeting, 15-19 
December, 1959. Summary Record of Pro- 
ceedings, Eastern Regional Organization for 
Public Administration. 


Record of Proceedings and Documentations, 
EROPA First General Assembly, Manila, 
Philippines, 4-10 December, 1960. 

Working Papers on Agenda Subjects, EROPA 
First General Assembly, Manila, Philippines, 
4-10 December, 1960. 


E. Bibliographical Materials 


Bibliographies on the Philippine Civil Service, 
on Philippine Public Administration, on Stt- 
dies in Government Reorganization and on 
Legal Materials. 

Union .List of Serials of Agency Libraries of 
the Philippines, Interdepartmental Reference 
Service, IPA, UP. (Published quarterly in 
the months of March, June, September and 
December including annual cumulations 
since 1956). 


F. Occasional Papers (Mimeographed) 

No. 1. Politics, Policies and Personnel, by Fred 
Riggs (1959). 46 pp. 

No. 2. Cases in Philippine Administration 
(1959), 39 pp. 


No. 3. “The 50-50 Agreement”: A Political 
Administrative Case, by Gregorio A. Fran- 
cisco, Jr. and Raul P. de Guzman (1960), 
28 pp. 
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